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UOP RESEARCH 


babied for 
billions of years... 


Still a mere baby in technical progress, our growing world looks to oil for the 
wonders nurtured in it through millions of centuries. 

Making these wonders plentiful is a full-time function of UOP research. 
Through it, UOP creates refining processes that produce better 
and, equally important, petrochemicals from the 
once wasted fractions of crude oil. With these chemical raw materials, 


gasolines and other fuels 


wat 
Wy cal 


clence weaves a world of new pr lucts: baby S1 € rproof plastic pants; the 


ys that are safe and durable—squeezable 
, thanks to petroleum-derived synthe 


; 
ooth vinyl floor to play on; t 


In baby’s nursery, 


as in the workshops of heavy industry, the wonders of 
oil and UOP petroleum research are ever present ... and ever growing. 


UNIVERSAL OIL PRODUCTS COMPANY oes cranes. wu. 
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Long Distance pays off 


in extra sales 


“Sales jumped 30% after we told customers to call collect’’ 


says Charles Mayne, manager, 
E. J. Merrill Drug Co., Lronton, Ohio 
LONG DISTANCE RATES ARE 
“We recently told our customers to telephone us collect 


2 pre are s x les: 
whenever they wanted to reorder,” reports Mr. Mayne. SOmre ae Game anamngrES 


“The effect on business was amazing. Within a few Louisville to Isonton, O. 
weeks, sales jumped 30% —and they’re still climbing. Not Milwaukee to Minneapolis 
only that—our sales costs are lower, and we can cut the time Memphis to Chicago 
between order and delivery. Our salesmen can extend cover- Cleveland to St. Paul 


age of their markets, too. St. Louis to Los Angeles 


“We adopted the call-collect plan because it’s the best 
sales-building idea we’ve had in years.” 


These are day rates, Station-to-Statior 
minutes. Add the 10% federal e 


Long Distance pays off! Use it now .. . for all it’s worth! 
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WAX -F 


“WORLO'S LARGEST MANUFACTURER 


OF WAX POLISHES” 


304 Data Processing System 


has proved to be a highly profitable investment!” 
—S. C. JOHNSON & SON, INC., Racine, Wisconsin 


“The National 304 enables us to know 
today where we are today. For example, 
we can now bill customers on the same 
day items are shipped from warehouses 
anywhere in the United States. This 
has enabled us to pick up working cap- 
ital equivalent to three days’ sales—an 
important saving. 

“We can now take action today on 
inventory requirements based on last 
night’s actual inventory and unfilled 
orders position. As an initial result, we 
have reduced finished inventories by 
10%, with the potential of greater re- 
ductions in the near future. 


“Our manufacturing and production 
scheduling are now more closely coor- 
dinated with sales needs than ever be- 
fore. And, our field warehouses are 
stocked more intelligently, enabling us 
to serve our customers better. 

“Fundamentally, the National 304 
has given us faster and more accurate 
control over sales efforts, production, 
inventory, credit, and customer billing. 
It has sharpened management reflexes, 
enabled us to harness data in time to 
be used most profitably, and meets our 
demands for the factual data necessary 
to make management decisions in time 


“Leading manufacturer of wax polishes and other 
fine products for home, industry and agriculture." 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 


to be most effective. 

‘‘At this stage of our installation 
progress it is difficult to assign a defi- 
nite money value to all these advan- 
tages. However, we know their value 
represents a highly profitable return on 


our investment.” 


flaca Blog 


President 
S. C. Johnson & Son, Inc. 


ELECTRONIC DATA PROCESSING 
ADDING MACHINES~CASH REGISTERS 
ACCOUNTING MACHINES+NCR PAPER 
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SIDE LINES 


Investigate—Then Invest 


Ever SINCE last fall, when the re- 
newed bull market first began to 
attract vast sums of new money 
into common stocks, the tyro in- 
vestor has been deluged with ad- 
vice from all sides about how to 
select the shares he buys. “Investi- 
gate,” the exhortation runs, “then 
invest.” 

Good advice in- 
deed. The big hitch 
is: How to set 
about it? How, 
without _ profes- 
sional training, to 
come to grips ef- 
fectively with the 
real guts of a com- 
pany’s annual re- 
port, its balance 
sheet and income 


how much leverage a stock has. 
Just divide common stock and 
surplus by total shareholders’ equi- 
ty plus long-term debt. That is the 
“capitalization ratio.” The lower 
the percentage of common equity, 
the higher the leverage. 

Very often, a good long look at a 
company’s income 
account can also 
be quite an edu- 
cation. It shows, in 
highly condensed 
form, how much 
the company took 
in during the year 
through sales of 
products, and how 
much it paid out 
for wages, materi- 

















als, taxes and so 





account? Actual- 
ly, the problem is 
far from insoluble. 


forth. What is left 
(if anything) is 
the year’s profit. 





The careful invest- 

or need not be a 

certified financial 

genius to find his 

way. But he does need to apply 
some basic measuring rods and fol- 
low a few key rules. 

How Strong? Do balance sheets 
baffle you? Just think of them as 
momentary snapshots showing how 
a company’s total resources are 
distributed. They are imposing 
documents, but in them even the 
amateur analyst can find some 
down-to-earth clues to companies’ 
financial strengths—or weaknesses. 

A key balance sheet item is the 
“current ratio.” You get it by di- 
viding current liabilities into cur- 
rent assets. The resulting figure is 
a rough guide to the company’s 
ability to meet its day-to-day ob- 
ligations. A tougher test of a com- 
pany’s financial flexibility is its 
“liquidity ratio.” This is obtained 
by deducting from the current as- 
set figure both accounts receivable 
and inventories (which cannot nor- 
mally be turned into cash over- 
night) and then dividing the re- 
sult, which represents cash and 
marketable securities, by current 
liabilities. 

Many an investor has been cha- 
grined when his company’s total 
profits have fallen only slightly, but 
earnings per share have plummet- 
ed. That’s “leverage,” and it is 
really quite simple to determine 


Forbes Inc 


In analyzing the 
income statement, 
look closely at two 
key ratios. First, 

the “operating profit margin”: it 
is the percentage earned on sales 
before depreciation, taxes and in- 
terest. It is the best gauge of di- 
rect operating efficiency. 

How Profitable? Then look at the 
net profit margin after taxes. It de- 
termines dividend-paying ability. 

Finally, put balance sheet and in- 
come account together to deter- 
mine the most significant ratio of 
all: “return on net worth.” That's 
total earnings divided by stock- 
holders’ equity. It pinpoints how 
well management is putting stock- 
holders’ money to work. 

And by all means use these ratios 
comparatively; it doubles their val- 
ue. Is the company’s historical trend 
good? And consistent? And com- 
pared with rival firms, is its per- 
formance good, poor, or just in- 
different? 

Want to learn more about the 
not-so-baffling world of financial 
statements? Then write the New 
York Stock Exchange (11 Wall St.. 
New York 5, N.Y.) for a copy of its 
booklet “How to Understand Fi- 
nancial Statements.” It will tell 
you more about the “seven keys to 
value” outlined above—the seven 
vital ratios essential to the wise 
investor who indeed wishes to in- 
vestigate before he invests. 
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AUSTRALIA 


where your investment 
works overtime 


Many things make Australia a sound 
place for American investment. It is 
a free-enterprise society; political 
conditions are stable and the econ- 
omy is sound and rapidly expanding. 
United States and Australian law and 
business practices are much alike. 
And a large, well-trained English- 
speaking labor force is available. 

When your company participates in 
Australia’s economy, it commands a 
responsive market with one of the 
world’s highest standards of living. 
You will also have convenient access 
to the vast markets of Asia. 

Australia already produces goods 
ranging from plastics to jet aircraft 
and from ships to automobiles. But 
far-sighted investors will find many 
new opportunities in this rapidly 
expanding country. 

For full information—call or write 
to your nearest Austrialian Trade 
Commissioner. 


THE AUSTRALIAN TRADE COMMISSIONER 
Dept. FB 
New York: 630 Fifth Avenue 
Chicago: 6 North Michigan Avenue 
San Francisco: 153 Kearny Street 


CEPARTMENT OF TRADE, CANBERRA, AUSTRALIA 


| actually said, “ 
| lanes (and I did say ‘lanes,’ not ‘alleys’) 
| will be converted to automatic pinset- 
| ters... .” To say that established lanes 
| will be “saturated” is meaningless. As 
| I have said publicly, the word “satura- 
| tion” is not in the Brunswick lexicon. 


READERS SAY 


Bensinger’s Lexicon 


Sir: [In the June 1 issue] I am quoted 
as having said, “. . . by the end of the 
year all of the established bowling alleys 
will be saturated with automatic pin- 
setters . . . (‘Spare Time?’ Forses).” I 
. all of the existing 


—B.E. BENSINGER 
President 
Brunswick Corp. 
Chicago, III. 


Booster 


Str: Whoever it was who wrote the 
article on stock life insurance companies 
(“What Recession?” Forses, Apr. 15) ... 
I suggest you give him a raise. It was 
timely, and I enjoyed reading it. I also 
did some comparison work on the table 
alongside the story, and I've since made 
a little money on my conclusions. 

—GLoRIA KASTEN 
Great Neck, N.Y. 


Suggestion noted—Eb. 
Stock Options 


Sm: Your article on 
(Fact & Comment, 
missed the point. 

Stock option plans are a_ legalized 
means of evading confiscatory taxation. 
They lull into inaction influential execu- 
tives who otherwise would assist in the 
fight to correct our ill-conceived gradu- 
ated income tax system. 

—EucENE E. JOHNSTON 


stock options 
Forses, May 15) 


Lockport, N.Y. 


Srr: . . . Why should top officials of 
ailing companies be entitled to options 
when for years they have been drawing 
fat salaries ...? A lot of officials re- 
ceived salary increases last year in spite 
of the fact that their companies earned 
less than in previous years. ... Any way 
you look at it, it is taking something 
away from stockholders. 

—A.J. GARDINA 
Birmingham, Ala. 


Sir: . . . I am against companies issu- 
ing additional stock for this purpose 
The stock should be purchased on the 
open market and held in the treasury. 
To do otherwise is to dilute the stock 
held by stockholders. 

—C.S. Passow 
Chicago, IIl. 


“Hot” Issues 


Sir: I don’t need to listen to your 
writers worry about “greedy” speculators 
(“Those ‘Hot’ New Issues,” Side Lines, 
Forses, May 15). Your writers are so 


bearish, your writing is coming out in 
growls. 

There are many young companies [as 
well as established ones] that need our 
money... . 

—STANLEY J. BARAN 
Detroit, Mich. 


Forses merely pointed out the pos- 
sibilities of getting burned on “hot” 
stock—Eb. 


Merger Fact 


Sir: In reporting on the proposed mer- 
ger of Southern Oxygen Co. into Air 
Products (Trends and Tangents, Forses, 
May 15) you have overlooked one im- 
portant fact, if I have the facts right. In 
addition to its 165,000 shares of common 
stock, Southern Oxygen also has $4 mil- 
lion in debentures convertible into com- 
mon at 10. Since these conversion rights 
carry over, there exists a potential dilu- 
tion of about 130,000 Air Products shares 
in addition to the 55,000 which will be 
issued immediately. 

—C.LypE McGovern 
Pittsfield, Mass. 


Reader 
right—Eb. 


McGovern has the facts 


Kind Word 


Sir: For a good reporting job, it would 
be hard to beat your story on “The Blue 
Chips of Yesteryear” (Forges, Apr. 15). 
May an old man crow a bit and observe 
that I got out of Pullman Co. long before 
it started to lose ground? Of course, now 
that it yields 6%, maybe I ought to get 
back in. 

—Henry A. Berc 
New York, N.Y. 


New “Isolationism”’? 


Sir: The Treasury’s Harvard tax Sven- 
gali, Professor Stanley Surrey, has per- 
suaded the Administration to ask Con- 
gress to levy US. taxes on foreign cor- 
porations in the so-called “developed” 
nations. .. . 

This hastily considered reversion to 
economic isolationism would weaken the 
ability of some 10,000 U.S.-owned enter- 
prises to compete in foreign markets and 
would cut employment in domestic in- 
dustries producing for export... . 

—Harry REMINGTON 
New York, N.Y. 


Bank Talk 


Str: The April 1 issue carried an arti- 
cle about savings & loan associations 
(“Doing Well By Doing Good,” Forses) 
in which the terms “deposits,” “deposi- 
tors” and “interest” appear. 

Savings & loan customers do not make 
deposits since they are not depositors 
They are shareholders. Savings & loan 
associations do not pay interest; they pay 
dividends. 

These are not fine distinctions of lan- 
guage but rather reflect functional dif- 
ferences. .. . 

—Epwarp T. O’TOOoLE 
New York, N.Y. 
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IF YOU MISSED 
THIS IMPORTAN 
MEETING... 


here is a summary of the 1961 
Standard Oil Company <Indiana> 
shareholders’ meeting and a 

report on first quarter activities 


First quarter consolidated net earnings for Standard Oil 
Company (Indiana) totaled $43.820,000, an increase of 38% 
over 1960 first quarter earnings of $31,689,000. That was the 
highlight of President John E. Swearingen’s remarks to share- 
holders at the Company’s annual meeting, held May 4 in 
Whiting. Indiana. 

Mr. Swearingen told shareholders that earnings per share 
were $1.23 for the first quarter of 1961, as against 89¢ last 
vear, reflecting increased crude oil production, a larger volume 
of product sales, better average product prices and continued 
reductions in costs. He added a word of caution. however. 
about predicting the whole year of 1961 on first quarter results. 
He said, however, that it would be reasonable to anticipate 
better 1961 earnings than those for 1960 “unless there are 
major setbacks not now foreseen.” 


Production. Mr. Swearingen said that production of crude oil 
and natural gas liquids in the first quarter of 1961 averaged 
344,000 barrels a day, up nine per cent over a year ago. 
Production increases in Canada and Argentina more than 
offset decreases in the U. S.. resulting from prorationing. In 
Iran. some oil has been found in two wildcat wells in the 
Persian Gulf. but not in commercial quantities. Both wells 
are being abandoned. but the exploration program will be 


continued with the start of two new wildcats on our four- 
million-acre offshore tract. 

During the first quarter of 1961 Pan American Petroleum 
Corporation, the Company's production subsidiary, made a 
joint bid with Tidewater Oil Company to purchase the 
properties of Honolulu Oil Corporation. Purchase agreements, 
which are subject to approval by Honolulu stockholders and 
to the issuance of tax rulings, have been signed. 

Mr. Swearingen added that more than half of the Company's 
capital expenditures, and over 60% of total capital and explo- 
ratory expenditures, would be devoted to exploration and 
production activities in 1961. 

Natural gas sales in the first quarter were about even with 
a year ago, Mr. Swearingen said. Crude runs to refineries 
averaged 681,000 barrels a day in the first quarter, compared 
with 616,000 barrels a day in 1960, when operations at the 
Company's Texas City and Sugar Creek refineries were 
affected by strikes. 


Marketing. Refined product sales in the first quarter of this 
vear averaged 718,000 barrels a day, an increase of 1.3% over 
1960°s first quarter. Mr. Swearingen also said that dollar 
volume of chemical sales increased 11% over the 1960 period. 

Mr. Swearingen briefly reviewed for stockholders the 
accelerated development of the Company's nation-wide 
marketing subsidiary, American Oil Company, since its 
reorganization at the end of 1960. “The greatest advertising 
and sales promotion campaign in the history of our Company 
is now getting under way,” he said. “This vear American Oil 
will seek to top a record set last year for the highest volume of 
sales in our history.” 


Other Business. Stockholders of the Company re-elected all 
twelve members of the Board of Directors. 

Two proposals presented by stockholders were rejected by 
substantial margins. One requested that the post-meeting 
report contain a summary of the discussion of shareholder 
questions of importance and the vote on all proposals. A 
second proposed that stockholder balloting be reported by 
number of stockholders, as well as by number of shares 
Management's position was that stockholders are, and will 
continue to be, adequately informed. 


In answer to questions, Company spokesmen reported: 
1— Both the parent company and its subsidiaries had adopted 
written policies, defining conflicts of interest. Members of 
management at all levels have reported that their personal 
interests are not in conflict with the Company's. 


2—The Company had carefully investigated methods of pro- 
tecting foreign investments. With regard to insurance with the 
International Cooperation Administration, offering protection 
against losses arising from expropriation, war and convertibility 
of currency in foreign countries, the Company has concluded 
that, in cases examined to date, the coverage did not justify 
the cost. 

In a concluding statement, Mr. Swearingen said, “We have 
reasons for optimism in our outlook for the year 1961. The 
business recession seems definitely to have ended, and we look 
for a decided improvement in the general economy in the 
second half. Domestic demand for petroleum products this 
vear should be from 2 to 3 per cent higher than foe year. and 
foreign demand should be some 6 to 7 per cent higher.” 


Directory of Standard Oil Company ¢ indiana) Major Subsidiaries 


AMERICAN OIL COMPANY, headquartered in Chicago, manufactures, 
and sells petroleum products in the United States. It markets through its Standard 
Oil division in 15 Midwest states 

AMOCO CHEMICALS CORPORATION, Chicago, manufactures and markets 
chemicals from petroleum here and abroad 

AMOCO TRADING CORPORATION, New York City, buys, sells, and trades 
crude oil and products abroad 

INDIANA OIL PURCHASING COMPANY, Tulsa, buys, sells, and trades crude 
oil and natural gas liquids in the United States 

PAN AMERICAN PETROLEUM CORPORATION, Tulsa, finds and produces 
crude oil and natural gas in the United States and Canada. Its subsidiary, Pan 
American International Oil Corporation, New York City, engages 
and developmem outside of North America 

SERVICE PIPE LINE COMPANY, Tulsa, transports crude oil for our refineries 
and for others 

TULOMA GAS PRODUCTS COMPANY, Tulsa, markets liquefied petroleum gas, 


natural gasoline, and related products 


transports 


in oil exploration 


STANDARD OIL COMPANY (Cnoiana), 910 S. MICHIGAN, CHICAGO 80, ILLINOIS 
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Come 
Sea-ROVING 
wirH Marson 


‘To 
New ZeaLanD 


From peaks of snow to beaches of sun, 
there’s a world of wonders in New Zea- 
land .. . and a world of pleasure sailing 
there on a yacht-like Matson liner. 

It’s a continued pagent of delight on the 
ss MARIPOSA or SS MONTEREY. From 
your air-conditioned stateroom to the 
sun-drenched swimming pool you enjoy 
the Matson style of modern luxury with 
a Polynesian manner . . . delicious cui- 
sine, gay parties, dancing and entertain- 
ment. Each all first-class liner is gyrofin- 
stabilized, with private bath, radio and 
individual temperature control in every 
room. Limited passenger lists assure 
maximum space and service. 

You'll enjoy 16 delightful days of cruis- 
ing between California and New Zea- 
land, calling en route at exotic Tahiti 
and Rarotonga. You can stay as long as 
you wish in New Zealand... and on a 
later Matson liner return to California 
via Fiji, Pago Pago and Hawaii. You 
may also continue on to Australia for 
‘round-the-Pacific or ‘round-the-world 
connections. There’s a sailing every 3 
weeks from San Francisco, next day 
from Los Angeles. See your travel agent 


Picturesque Maoris add Polynesian 
charm to this land of contrast. 


A TRADITION OF LUXURY 


TRENDS & TANGENTS 


J.J. Newberry Co. claims to be un- 
impressed by giant rival Woolworth’s 
plans to get into “discount house” 
merchandising. Says President J.E. 
Nelson: “We have stores large enough 
to compete with discount houses and 
we have met discount prices.” 

a * e 

Long-time headache was relieved 
when General Public Utilities at last 
found a buyer for its Manila Electric 
subsidiary in the Philippines (Fores, 
Dec. 1, 1960). Although Manila Elec- 
tric had been a fair money-maker, 
GPU had been unable to repatriate 
dividends fully, hence had been try- 
ing to sell it for years. The $46-mil- 
lion cash which GPU will realize, 
says President Albert Tegen, should 
obviate the need for any new equity 
financing for three or four years. 

+. _ o 

Tide toward the use of fiberglas in 
boat construction continues to rise. 
At the recent National Motor Boat 
Show in New York, over half of the 
494 models on display had hulls of 
fiberglas and plastic. Last year the 
figure was only 35%. 

* o « 

Cash dividend payments in the first 
quarter set a new record for the 19th 
straight year, the New York Stock 
Exchange reported last month. Utili- 
ties showed the biggest gain among 
Big Board groups, paying 6.5% more 
in cash dividends than last year. Tex- 
tiles ran a close second, up 6.3%. 
Other gainers: amusements, paper, 
publishing, foods and commodities, in 
that order. Worst comparative per- 
former in cash payouts was the ship- 
building and ship operating group, off 
19.3°% from the first quarter of 1960. 
Second poorest showing: building 
group dividends, off 8.6%. 

e e o 

General Electric, Lockheed and oth- 
ers may yet play a role in commercial 
space communications. The FCC 
early this month invited these two 
among others to a parley on satellite 
systems needed to relay space mes- 
sages. The invitations reversed an 
earlier decision restricting the guest 
list to companies (such as AT&T, 
RCA) directly engaged in the com- 
munications business. 

e o e 

Longest labor dispute in the history 
of commercial aviation—the one-year- 
old strike of 138 pilots against South- 
ern Airways—is taking an odd turn. 
Forty of the striking pilots have set 
up their own airline with six British- 
built de Havilland planes under an 
“air taxi’ certificate from the federal 
Government. 


An innocent bystander, but a casualty 
all the same, is Champion Spark Plug 
in the wake of Ford’s acquisition of 
Electric Autolite. Ford, of course, will 
now use only Autolite spark plugs 
where they once solely depended 
upon Champion. Champion must now 
be content to supply Chrysler, which 
had previously used Autolite plugs. 
With Ford production of cars and 
trucks exceeding Chrysler output 
more than 2-to-1 in recent years, 
Champion is bound to feel the dif- 
ference. 

” * a 

Facing up to battle with dissident 
stockholders, New York’s Fifth Ave- 
nue Coach Lines is getting support 
from an old foe—the Transport 
Workers Union. The union plans to 
buy $1 million worth of stock (some 
5% of shares outstanding at current 
prices), vote it in favor of the current 
management—“the legitimate man- 
agement of the company” as TWU 
President Mike Quill sees it. 

° * * 

Phaseout of manned bombers draws 
nearer. If Defense Secretary Robert 
S. McNamara has his way, Congress 
will budget no funds in fiscal 1962 for 
more Boeing B-52s or General Dy- 
namics (Convair) B-58s 

° + 2 

After five years of wrangling and 
two adverse rulings by lower courts, 
Connecticut General Life Insurance 
Co. won the right to purchase control 
of a fire and casualty company with- 
out jeopardizing its right to do busi- 
ness in the State of New York. Prior 
to the 4-to-3 decision in the New York 
Court of Appeals, life insurance com- 
panies holding a New York charter 
had been forbidden to write casualty 
business in the state. But it was a 
one-way restriction: casualty com- 
panies had been allowed to control 
life insurance companies. 

om e * 

Tough as competition is in the credit 
card business, Diners’ Club still likes 
the credit business as such. In his 
very first diversification move, Chair- 
man Ralph Schneider this month 
went into the factoring business with 
the acquisition of New York’s Simp- 
son Factors Corp. 

cs o 

California Standard’s proposed mer- 
ger with Standard Oil (Kentucky) 
—for an estimated $208 million in 
stock—would make Socal the nation’s 
fifth-largest oil company, give it hefty 
new marketing outlets in five south- 
ern states. Big loser in the Justice 
Department’s decision to allow the 
merger: Jersey Standard, which sold 
Kentucky Standard 80% of its crude 
oil requirements and which now must 
establish its own marketing setup in 
Kyso’s territory. 
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Bigger dividends are likely on many 


savings & loan association accounts. | 


On top of regular dividends (now 
averaging some 4%), federally char- 
tered S&L associations have received 
permission to make “bonus” pay- 


ments of up to 0.5% to savers who add | 
set amounts to their accounts monthly | 


or make large lump-sum deposits. 
« « * 


Uppermost in steelmen’s minds at | 


recent industry meetings was one big 
question: When would demand be 
strong enough to permit price in- 
creases? So far they have had little 
encouragement. Early this month, 
Allegheny Ludlum cut prices 242% to 
5% on key grades of stainless steel. 


U.S. Steel followed with price cuts on | 


oil-country pipe and seamless line 
pipe, both big tonnage products. 
e . © 

Ford's feat of being the only Big 
Three automaker to show a year-to- 
year sales gain last month was not 
quite so spectacular as it seemed. Ford 
was having its lumps in May 1960, 
when it was the only major U.S. car 


manufacturer not running well ahead 


of the 1959 pace. 
* * . 
Be vigilant in looking over state- 
ments from your broker these days. 
The high pace of trading has badly 


snarled many brokers’ bookkeeping, | 


causing a record number of errors. 
Misplaced stock, erroneous charges 
and long delays in delivery rise in 
frequency, reinforcing the old saw “let 
the buyer beware.” 
. * . 
Cut-rate color TV is the promise of 


Paramount Pictures, which plunged | 
into the quickening color race this | 


month by demonstrating a color re- 
ceiver it claims can be made for 25% 
less than current sets. Key to the sav- 
ing, it says, is a color tube that uses 
just one electron gun instead of the 
three in RCA’s picture tube. One big 
catch: with no production facilities of 
its own, Paramount has yet to work 
out licensing arrangements. 
a & e 

Chemical price squeeze, a continu- 
ing problem to U.S. producers, is be- 
ginning to hurt overseas. West Ger- 
many’s big Farbwerke Hoechst (1960 
sales: $672 million) figures it will lose 
some $10 million in sales volume this 
year because of price cutting alone. 

7 ” * 

Barnyard woes afflict fertilizer pro- 
ducers as the current season draws to 
a close. First heavy spring rains cut 
fertilizer consumption below forecasts. 
Then seasonal price-cutting started in 
nitrogenous plant foods despite strong 
efforts by Allied Chemical and other 


big producers to set a stable year | 


round price. 
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PORTRAIT 
OF A 
MODERN FAMILY 


There are many members of the modern Transamerica family. The 
symbol you see is their portrait. + One—Capital Company —is in 
real estate. One—General Metals Corporation—is in heavy machin- 
ery, including diesels and aircraft parts. Eight members of the 
Transamerica Insurance Group span the insurance field: Occidental 
Life Insurance Company of California, American Surety Company 
of New York, Canadian Surety Company, The American Life Insur- 
ance Company of New York, Pacific National Fire Insurance Com- 
pany, Premier Insurance Company, Automotive Insurance Com- 
pany, Phoenix Title and Trust Company. * Throughout America 
and in Canada, you find them at work in prime areas of national 


growth, + Remember these companies and the name they share. 


TRANSAMERICA CORPORATION, SAN FRANCISCO 








FORECAST FOR ENERGY: 





Soaring production will double 
America’s industrial demand 
for energy by 1980 


How rapidly is America’s industrial output expanding? 
Here are some clues: From 1950 to 1959, output of petro- 
hemicals increased 216%; plastics, 173%; aluminum, 
40%. Total output of business and industrial equipment 
has virtually doubled. The production and processing 
these requirements uses heat. Heat is energy, and 
this is just part of the reason America’s consumption 


f energy will double by 19€ og 


— 
Where will it come from? Much will come from present = 
energy sources — but wherever produced, a large share => 
f energy in its most efficient and usable forms will be - 
transported via pipelines. Texas Eastern — pipeliner of 
energy — constantly searches for new energy sources, 
while expanding its present systems. Our natural gas 
pipelines, which stretch from the Mexican border to the 
Atlantic Seaboard, have capacity to provide fuel for 
thousands of factories and heat for more than three 
nillion homes. Our Little Big Inch pipeline system, 
largest of its kind, delivers ever-increasing volumes of 
energy in liquid form — a wide range of finished petr 
leum products —from Gulf Coast refineries to Midwest 
markets. With the future bringing new and greater de- 
mands, Texas Eastern is growing and diversifying today 
























meet tomorrow s energy needs 
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TEXAS | EASTERN PIPELINERS OF ENERGY 


TEXAS EASTERN TRANSMISSION CORPORATION « HOUSTON 
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Growth in 


semiconductors 


GENERAL 


In 1945, Sylvania made 

history by producing the 
1N34—the first commercial germanium 
semiconductor diode. 


Today, the Sylvania Semiconductor Division 
of General Telephone & Electronics is one 
of America’s top ten manufacturers of 
advanced-type semiconductor devices. 
Within three years the market for these 
devices is expected to reach $1 billion in 
sales. 


In anticipation of this bright future 
Sylvania now has in full operation two of 
the industry’s most highly automated 
semiconductor plants, where high-quality 
diodes and transistors have been put on a 
mass-production basis. 


In advanced scientific areas, as in many 
other ways, General Telephone & Electron- 
ics today brings together the talents of 
many people, and the facilities of many 
companies, to help advance the science of 
communications through sight and sound. 


By developing new products and new meth- 
ods for home and industry, General 
Telephone & Electronics is working for 
what it believes is bound to be—a grow- 
ing future in a growing America. 


Semiconductor Division 


General Telephone Operating Companies in 31 states 
General Telephone & Electronics Laboratories Incorporated 
General Telephone & Electronics International Incorporated 
General Telephone Directory Company 
Automatic Electric Company 
Electronic Secretary Industries, Inc. 
Leich Electric Company 
Lenkurt Electric Co., Inc. 
Sylvania Electric Products Inc. 

Argus Cameras Division 

Chemical & Metallurgical Division 

Electronic Systems Division 

Electronic Tubes Division 

Home Electronics Division 

lighting Products Division 

Parts Division 

Photolamp Division 

Semiconductor Division 

Special Products Division 

Sylcor Division 


TELEPHONE & ELECTRONICS 


730 Third Avenue, New York 17 (sas) 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


FIRST THINGS FIRST 


“I believe that this nation should commit itself 

to achieving the goal, before this decade is out, 

of landing a man on the moon and returning 
him safely to the earth.” 

In these words late last month President Kennedy 
asked Congress for an additional appropriation of $679 
million for fiscal 1961 to finance a U.S. crash program 
to land a man on the moon. This money, a relatively 
modest sum by today’s standards, would be only a small 
down payment on the moon traveler’s round-trip ticket. 
The President added that he would ask for $531 million 
more for fiscal 1962 and somewhere between $7 billion 
and $9 billion would be called for over the following 
five years. Even these billions would not pay the whole 
tab. It is no secret that many influential scientists think 
such a space excursion will cost as much as $40 billion 
if we are to get a man to the moon by 1970. 

Is it worth $40 billion just to be first on the moon? 

Certainly it is worth spending limitless sums to ensure 
the strength and safety of the U.S. Certainly no sum is 
too big to keep this country abreast of, or ahead of, the 
Soviets in rocket, space and atomic technology. But if 
mere prestige is the principal target of a moon shot, then 
the question might well be asked: Could not some of this 
money be used to better effect elsewhere? 

On education, for example. On helping to finance break- 
throughs in the standards of living in Latin America. 
Africa and Asia—breakthroughs that could do as much 
as rockets and infantry to help thwart Communist take- 
overs. Are there not other scientific fields in which crash 
programs might pay higher dividends in human returns 
than a moon shot? Medical research into such killers as 
cancer and heart disease, perhaps. Or research into low- 
cost means of water desalination which could make pos- 
sible the use of sea water to irrigate deserts. 

Even if it be assumed that we could spare the $40 
billion, there is yet another reason for taking a hard look 
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at the President’s request. Money costs aside, such a 
program would absorb a high proportion of the scientific, 
engineering and mathematical brains available to this 
country. To the extent that it did so there would be that 
many fewer top men available for other vital programs 

Should not a manned moon shot be considered a by- 
product, a possible stage, in the U.S.’ scientific progress, 
rather than an end, a national goal, in itself? 


x 


DIVIDEND HONOR ROLL 


This is the era of the “growth” stock on Wall Street, 
and dividends—which used to be the closest thing to a 
stockholder’s heart—don’t count as much as they once 
did. Still, for millions of investors, yield still matters 
Therefore, it should not pass entirely unnoticed that 
Chicago’s Pullman, Inc, last month mailed to stockholders 
its 400th consecutive dividend, thus keeping intact a 
record of quarterly payout stretching back to 1867. 

Pullman, the New York Stock Exchange informs us, 
is not its only listing with a proud record of dividend 
regularity. There are 19 others which have paid every 
three months since the turn of the century. Thirteen are 
industrials: American News; Singer Manufacturing 
Westinghouse Air Brake; West Virginia Paper; U.S 
Playing Card; Parke, Davis; Procter & Gamble; Ray- 
bestos-Manhattan; Torrington; Pittsburgh Plate Glass: 
General Electric; National Biscuit. Five are utilities 
AT&T; Washington Gas Light; Commonwealth Edison 
Boston Edison; Consolidated Edison 

In these days of growth & glamor, splits & mergers, it 
seems worth doffing our hat to those companies who have 
gone out of their way to remember their stockholders 


in good times and bad—over a very long period of years 





Report From Japan: 





STAUNCH ALLY, GOOD CUSTOMER 


Toxyo—I wish that everyone worried about foreign 
imports could visit Japan. They would quickly realize 
that imports do not, on balance, “cost” American work- 
men their jobs. Quite the contrary. The very prosperity 
of Japanese industry—a prosperity which depends en- 
tirely on exports—is in fact creating jobs for Americans. 
Coal, mined by West Virginia miners, fuels a large part 
of Japan’s industry. Its cars, trucks, buses and machinery 
run to a large extent on oil produced in U.S. refineries. 
Japan’s airlines fly U.S. planes and are kept in the air 
by U.S. parts. U.S.-made machinery and office equip- 
ment is commonplace here. And virtually the whole of 
Japan’s giant cotton textile industry runs on U.S. raw 
materials. 

The trade balance figures tell the story. Last year we 
sold Japan $1,325 million worth of merchandise. Total 
Japanese sales here came to just $1,126 million. In short, 
Japan actually bought $200 million worth more of goods 
from the U.S. than they sold us. From this it is certainly 
clear that U.S. workers and U.S. businessmen are by no 
means net losers as a result of the increasing quantities 
of food, textiles, toys and cameras that Japan ships to 
the U.S. 

This being so, Americans can rejoice in the great and 
growing prosperity of Japan. 
sheerest self-interest. 


They can do so out of the 
For with every upward thrust of 
Japan’s GNP, the docks of Yokohama and Kobe be- 
come even busier unloading goods produced by USS. 
workers. The dollars we spend for Japanese goods have 
a way of making a fast return trip to U.S. shores. 

In an economic sense Japan has become one of our 
closest partners. It is our third best customer. Its 
economy is more closely tied to the U.S. economy than 
are those of Western Europe (whereas Western Europe 
markets about 10% of its exports in the U.S., Japan 
markets 27% of hers). 

In this context, thinking Americans ought to share the 
Ikeda government’s hopes for doubling Japan’s gross 
national product over the next 
decade. The experts I talked 
with regard this goal as at- 
tainable, but they do not mini- 
mize the Such 


expansion will require a tre- 


difficulties. 


mendous increase in Japanese 
exports; lacking raw materials, 
Japan must sell steadily in- 
creasing amounts of manufac- 
tured goods to pay for the raw 
materials its growing industry 
is gulping. To double the 
GNP, experts estimate Japan 
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Publisher Forbes conducts press conference in Tokyo 


will also have to double its exports and the US. will 
have to swallow its share of them. 

The US., There is, 
naturally, a point beyond which we cannot permit do- 
mestic industry to be hurt. 


of course, cannot take them all. 


Nor is our market limitless 
As for Western Europe, it remains basically cool to trade 
with Japan. Hence the U.S. is pressing Japan to open 
new markets in Asia and other underdeveloped areas 
through the use of long-term credits. 

Such credits would serve a multiple purpose. Firstly, 
they would open new markets for Japanese machinery 
and other manufactures in countries that would other- 
wise lack the money to pay for them. Secondly, the 
credits would help spread the burden of aid for under- 
developed countries, a burden of which the U.S. is now 
bearing far more than her share. And lastly, such credits 
would strengthen Japan’s role as a salesman of free 
enterprise and anticommunism in the underdeveloped 
countries. 

While I was in Japan last month, preparations were 
under way to strengthen further the economic ties be- 
tween the two nations through arrangements for US. 
trading of American Depositary Receipts for Japanese 
stocks. Small in itself this development showed that mu- 
tual confidence is developing between the U.S. and Japan- 
ese investment communities. 

All this should make it abundantly clear, even to the 
most isolationist-minded American, how closely inter- 
twined are the fates of Japan and the U.S. Politically. 
Japan is the Free World’s strongest bastion outside of 
Western Europe and North America. Economically, 
Japan is one of the nations best able to help share the 
necessary burden of foreign aid. And, getting even 
closer to home, the jobs of literally hundreds of thousands 
of Americans and hundreds of thousands of Japanese 
depend on the trade between the two nations. 

As a partner, the Japanese are a good risk. They are 
one of the world’s hardest working people. Their economy 

is going to continue to grow. 
The good things of life have 
finally come within the grasp 
of the average Japanese—and 
consequently he has little in- 
terest in communism. A few 
noisy leftwing troublemakers 
notwithstanding, Japanese 
friendship for our country is 
genuine and deep-rooted. What- 
ever the past, Japan today is 
United States’ 


staunchest allies and best cus- 


one of the 


tomers. 
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THE PROOF IS IN THE PULLING! Bigger, faster outboard motors made with strong 
Nickel-containing metals make possible thrilling recreation for millions of people. 


FASTER FUN ON THE WATER thanks to today’s powerful 
outboards. Nickel alloys used in vital parts help provide 
extra stamina for higher performance. 


Outboard motors have come a long 
way since their “one horse” days. 
Today, millions of people enjoy 
cruising, fishing, water skiing and 
just plain fun with more powerful, 
high-performance outboards. 


Higher power, of course, puts ad- 
ditional strain on gears, shafts and 
other components. To provide extra 
strength and reliability in these 
vital parts, outboard motor manu- 
facturers turned to metals contain- 
ing Nickel. 
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STRONG NICKEL ALLOYS beef-up today’s powerful out- 


board motors—help enable them to push heavier loads faster 


and farther than ever before! 


HOW INCO NICKEL HELPS PUT 
THE POWER IN TODAY’S OUTBOARDS 


Alloy steels and other Nickel 
alloys are both strong and resistant 
to wear and corrosion. In countless 
products, Nickel contributes to long 
life, and provides great strength 
with light weight. 

Millions of people are now using 
dependable outboard motors... an- 


other product made better with 
metals containing Nickel. Manufac- 
turers—why not look into the possi- 
bilities of improving your product 
with Nickel. 


1961, Inco 


The International Nickel Company, Inc, 
New York 5, N.Y. 


st, International Nickel 


The International Nickel Company, Inc., is the U. S. affiliate of The International Nickel 


Company of Canada, Limited (Inco-Canada) 


producer of Inco Nickel, Copper, Cobalt, 


Iron Ore, Tellurium, Selenium, Sulfur and Platinum, Palladium and Other Precious Metals. 
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“Go and look behind the ranges...” xipiing 


The sun never sets on the oil seekers—the restless 
men whose rock hammers, seismographs and drill 
bits must find the oil the world wants. Growing 
demand for petroleum energy sends them roving the 
remote areas of the globe. Here two Sinclair geol- 
ogists scout above the Arctic Circle in Alaska. 


Last year Sinclair subsidiaries sought new oil and 
gas in many places. They found new fields in the 


U.S.A., Canada, and Colombia. They were encour- 
aged in Somalia, hopeful in the Sahara. In 1960, 
despite import and other restrictions, Sinclair's liquid 
hydrocarbon output rose to the second highest point 
in history. Natural gas production set a record. 

Petroleum continues to be our prime energy source. 
Through its oil seekers, Sinclair is storing up reserves 
to meet the future's insatiable demand for energy. 





AAPG-Sinclair salutes the American Association of Petroleum Geologists for 
furthering knowledge of the earth’s history and its application to petroleum 
prospecting. Founded 44 years ago, the AAPG—through its 15,000 members— 
stimulates testing and standardization of geologic procedures and encourages 
education in its field, thus helping build essential energy reserves. 


SINCLAIR OIL CORPORATION ¢ 600 FIFTH AVENUE + NEW YORK 20,N. Y. 
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4UTO PARTS 


THE QUIET 
REVOLUTION 


Shrewd money management 
has transformed Electric Au- 
tolite, reducing its one-time 
slavish dependence on the 
auto industry. But its next 





move is a big question mark. 


A LOUD HUZZAH would have been most 
companies’ response to the heady news 
that broke in Washington late last 
month. But nothing of the sort oc- 
curred at Electric Autolite Co.,* the 
big (1960 sales: $221.8 million) To- 
ledo-based maker of auto parts, in- 
dustrial gauges, helicopters and a 
growing list of other products. 

An official Army announcement 
named Autolite’s Hiller Aircraft divi- 
sion, acquired late last fall, as one of 
two prospective suppliers (the other: 
Bell Helicopter Co.) still in the run- 
ning to build the Army’s new light ob- 
servation helicopter. The winner will 
get an estimated $200 million in Army 
contracts alone in the next decade. 
Left in the ruck were such doughty 
competitors as Boeing, Cessna, Lock- 
heed, Republic and United Aircraft. 

Far from crowing, Autolite’s burly 
President Robert H. Davies stayed 
resolutely mum. So, as is his wont, 
did the company’s financial master- 
mind, executive committee chairman 
Gurdon W. Wattles. 

New Ways. One thing Autolite 
spokesmen will concede: that it is “a 
changing corporation.” That it most 
certainly is. Only a month earlier, in 
fact, the company had sold its “Auto- 
lite” trade name, its only U.S. spark 
plug plant, a battery plant and divers 
other related odds and ends to 
Ford Motor. The price: $28 million, 
representing an after-tax profit of 

*The Electric Autolite Co. Traded NYSE 
Recent price: 6312. Price range (1961): high, 
6734; low, 445%. Dividend (1960): $2.65. Indi- 
cated 1961 payout: $265. Earnings per share 


(1960): $4.05. Total assets: $146.9 million 
Ticker symbol: ET 
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nearly $15 million. Only late last 
year it had finally suffered the long- 
heralded loss of a major piece of 
Chrysler business, which had amount- 
ed to $22 million in sales the preced- 
ing year. 

These two strokes alone cut sharply 
into Electric Autolite’s automotive 
business, which now accounts for little 
more than half of its total sales, as 
compared with 80°; -85°% a few short 
years ago. 

Much else has changed at Electric 
Autolite since Wall Street’s Gurdon 
Wattles moved in on the company in 
1957. His stepping off point was Mer- 
genthaler Linotype, which he had 
made the largest single stockholder 
in Electric Autolite. Under his aegis, 
the company has sold nearly a dozen 
of its plants (one of which, the Lock- 
land plant in Evendale, Ohio, brought 
a total price of $15 million and an 
after-tax profit of $5.3 million). Con- 
struction of a new electrical equip- 
ment plant in Decatur, Ala. has since 
prepared the way for possible aban- 
donment of its central production 
complex in Toledo. 

By such means, and others, Auto- 
lite’s Wattles has assured himself of 
ample cash to fund the company’s 
transformation. Purchase of a block 
of Crane Co. stock in late 1958, sold 
to Crane in mid-1959, yielded a $2.9 


million profit after taxes. Since then 
Autolite has made no fewer than fou 
diversifying acquisitions—Hiller; a 
Pennsylvania maker of industrial bat- 
teries; an Iowa producer of gauges 
and instruments; and an industrial 
leasing corporation. In all they added 
upwards of $20 million to Autolite’s 
1960 sales. Meanwhile, only one-third 
of Autolite’s officers at the end of 1957 
remain such today—a statistic that re- 
flects extensive reorganization as well 
as normal attrition. 

Sauce for the Goose. By far the most 
important of these changes was the 
Ford deal. Unlike GM _ with its 
United Motors Service division, Ford 
was not well represented in the lucra- 
tive and growing automotive “after- 
market” (i.e., sale of replacement 
parts and components for cars already 
on the road). But by buying Auto- 
lite’s two already operational spark 
plug and battery plants, and particu- 
larly the valuable “Autolite” brand 
name, as the nucleus of its new Motor- 
craft division, Ford has probably 
managed to shorten by several years 
the amount of time that it would take 
to become a power in the aftermarket 
For at least the immediate future, 
Ford will probably round out its new 
division’s parts line by buying needed 
additional items from Electric Auto- 
lite. 


AUTOLITE’S GURDON WATTLES AND ROBERT DAVIES: 


if cash is the key, the future is rosy 
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HILLER’S MODEL 1100 LIGHT OBSERVATION HELICOPTER: 


But the ultimate implications fo: 
Autolite are sweeping, despite the em- 
phasis Autolite people put on the con- 
tinuing business they hope to get from 
Ford, and despite their vigorous as- 
surance that Autolite “has not turned 
its back on the automotive replace- 
ment market.” For sale of its prin- 
cipal brand name is hardly the ac- 
tion of a company intent on making 
its future in the auto parts business. 
The conclusion is therefore inescap- 
able that Electric Autolite—meaning 
Gurdon W. Wattles—is deliberately 
breaking with its past mode of life. 

The Ammunition. Lending support to 
this conclusion is the company’s cur- 
rent fiscal posture. Even after spend- 
ing an estimated $8 million to $9 mil- 
lion to buy two companies within the 
last two years (two more were bought 
for stock), Autolite is well-nigh drip- 
ping with cash, $50 million of it. To 
be sure, the company plans to part 
with some of it by buying in between 
$7.5 million and $10 million worth of 
its own stock.+ Yet its coffers will 
be at least partly replenished on June 
30, when Autolite is slated to receive 
a final $3.5 million payment for one 
of its plants. 

Autolite’s Gurdon Weller Wattles 
has never been at a loss to know what 
to do with ready cash. With the pro- 
ceeds from liquidation of Webster 
Tobacco he bought control of American 
Manufacturing Co., an old New York 
rope and twine maker awash in as- 
sets. In turn, liquidation of some of 
American’s assets enabled American 
and Webster (which were recently 
merged) to buy 30° of Mergenthaler 
Linotype, another asset-loaded com- 
pany. Judicious handling then gave 
Mergenthaler in turn the where- 
withal to buy effective working con- 
trol (some 28°.) of Electric Autolite. 
Now Autolite’s partial liquidation puts 

tIn proffered settlement of a stockholder’s 
suit over Mergenthaler’s purchase of effec- 


tive working control of Autolite via some 
28° of its common 
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the Army might like about 4,000 


Wattles again in the familiar old posi- 
tion, but with more cash in hand than 
ever. 

End of the Line? The companies un- 
der Wattles’ control are visibly strong- 
er for his corporate surgery. Yet all 
human endeavors have limits, and it 
remains a question how long Wattles 
can go on performing his neat trick 
of having each new corporate fish 
swallow a larger one. It may be that 
Wattles will now rest content to con- 
tain his ambition within the Autolite 
framework. But, say admiring Wall 
Street bystanders, let no large and 
asset-heavy corporation 
swim lazily by! 


happen to 


DIVERSIFICATION 


SHADOW 
OF THE FUTURE 


Texas Gas’ President Elmer 

took such a ribbing about his 

new electronics company that 

he almost regretted the pur- 

chase. But the venture had 
a serious side. 





OLD GAS HANDS rubbed their eyes in 
wonderment at the bald announce- 
ment that came over the ticker last 
month. Mirabile dictu, Texas Gas 
Transmission Corp.* of Owensboro, 
Ky. was buying, of all things, an elec- 
tronics company—Kentucky Electron- 
ics, Inc., also of Owensboro. 

Not that diversification is anything 
exactly startling in the gas business. 
Nary an eyebrow would have twitched 
had the purchaser been, say, Tennes- 
see Gas Transmission, which already 
has a stake in ventures ranging from 

*Texas Gas Transmission Corp. Traded 
NYSE. Recent price: 355,. Price range 1961 
high, 385g; low, 35. Dividend (1960): $1.4244. 
Indicated 1961 payout: $1.50. Earnings per 


share (1960): $2.59. Total assets: $258.1 mil- 
lion. Ticker symbol: TXG 


chemical plants and service stations 
to insurance companies, parking ga- 
rages and even a fancy restaurant. 
But Texas Gas (1960 revenues: $133.3 
million) has always been one of the 
sobersides of the pipeline world, lim- 
iting its outside interests to a modest 
search for new supplies of gas, its 
principal stock in trade. 

Beyond the Joke. How uncharacter- 
istic the move was may be judged 
from President William M. Elmer's 
account of the ribbing he took from 
his industry peers. Their fun ruffled 
Elmer just enough so that it was hard 
to get him to discuss the purchase 
seriously. 

Yet its intent was no less serious fo 
all that. Today the bulk of the nation’s 
gas is burned in plain old furnaces to 
heat plain old houses. But not too far 
in the future, such esoteric develop- 
ments as fuel cells and junction gen- 
erators could become such important 
uses for natural gas that even the 
most conservative pipeliner 
ignore them. 

“We have a small group in ow 
company looking at diversification in 
lines we know something about, main- 
ly petroleum,” says Elmer. “But we 
have had several proposals made to 
us in the electronics field that we 
couldn’t even evaluate. By buying 
this very small company—it cost us 
less than most of the wells we drill- 
we added a man to our organization 
who could evaluate any propositions 
in electronics and related fields that 
came to us.” 

Afterthought. But Elmer’s compeers 
thought they could still detect linger- 
ing traces of conservatism around 
Texas Gas Transmission. After ex- 
plaining how small a venture Ken- 
tucky Electronics is, and emphasizing 
his tactical reason for buying it, 
Elmer adds: “Besides, we think the 
company itself can be a good little 
moneymaker.” 


cannot 


TEXAS GAS’ ELMER: 
how to judge tomorrow 
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TOBACCO 


THE REMARKABLE PROSPERITY 


OF R.J. REYNOLDS 


In the past decade, Reynolds Tobacco has taken over first 
place in tobacco sales—and emerged as one of the U.S.” 


top moneymaking companies. 


have come problems. 


WHEN word came, back in 1911, that 
the Supreme Court had broken James 
Buchanan Duke’s “Tobacco Trust,” 
bushy-bearded, independent Richard 
Joshua Reynolds (whose R.J. Reyn- 
olds Tobacco Co.* had been forced 
into the trust against his will in 1899) 
reacted in characteristic fashion. Tilt- 
ing back his chair in his Winston- 
Salem, N.C. office, he grinned, then 
growled to a visitor: “Watch me and 
see if I don’t give ‘Buck’ Duke 
hell.” 

Over the ensuing 50 years, the 
company which the former itinerant 
tobacco peddler founded in 1875 has 
never stopped doing just that. With 
fine impartiality, it has made life hell 
not only for Duke’s American Tobac- 
co Co. (the surviving fragment of the 
trust) but for such other competitors 
as Liggett & Myers, P. Lorillard, 
Philip Morris and Brown & William- 
son (a wholly owned subsidiary of 
big British-American Tobacco). 

In 1913, Reynolds Tobacco devel- 
oped the first “modern” cigarette 
(i.e., the first to use substantial 
amounts of dark burley tobacco), its 
famous Camel. The instant success 


*R.J. Reynolds Tobacco Co. Traded NYSE 
Recent price: 11814. Price range (1961): high 
120; low, 9114. Dividend (1960): $2.40. Indi- 
cated 1961 payout: $2.60. Earnings per share 
(1960): $5.05. Total assets: $947.3 million 
Ticker symbol: RJR 
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With prosperity, however, 


Chief among them: staying on top. 


of Camels catapulted Reynolds into a 
knockdown, drag-out sales race with 
American Tobacco which continues 
to this day. 

In 1958, after an 18-year lapse, 
Reynolds (sparked by the success of 
its filter-tip Winston and Salem 
brands) overtook American and re- 
claimed the industry sales lead. Since 
then, it has steadily widened the gap. 
According to the man who perhaps 
knows tobacco best, Industry Statis- 
tician Harry Wootten,+ Reynolds in 
1960 accounted for almost one out of 
three of the 475.5 billion cigarettes 
sold in the U.S., with a walloping 
32.2% of the domestic market. 

But it is in profitability that Reyn- 
olds really leaves its competitors 
puffing in the rear. Last year, on net 
sales of $794.2 million (which Federal 
excise taxes raised to a reported $1.42 
billion) Reynolds earned a fat $102 
million. Thus Reynolds was netting a 
brilliant 12.8 cents on each dollar of 
sales—half as much again as old rival 
American, twice as much as tail- 
ender Philip Morris (see chart, p. 20). 
It also gave Reynolds a_ spanking 
19.9% return on its common equity, 
not only tobaccodom’s best but one of 
the best in all U.S. industry. 

Over the past decade, in fact, 
Reynolds has compiled a remarkable 
record. To be sure, its reported sales 
rose only 86.6%, or at a modest 6.6% 
compounded annual rate. But its 
earnings galloped ahead almost twice 
as fast, and net per share, aided 
by the steady retirement of Reynolds 
preferred stock, shot up faster yet: 
170% in ten years, from $1.87 to $5.05 
a share, or more than 10% com- 
pounded annually. 

Reynolds’ stockholders have shared 
fully in this feast. The company has 
raised its dividend each year since 
1953, and another increase later this 
year seems likely. More important 
yet, Wall Street has lately begun to 
revise its image of Reynolds as pri- 
marily a “defensive” equity in favor 
of calling it a true “growth” enter- 
prise. This reappraisal has been re- 
flected in the price of RJR common, 
which has roughly quintupled since 
its 1956 low. At around $120 a share, 


+Source of figures used throughout this ar- 
ticle. 


it now sells at a lusty 24 times last 
year’s earnings and roughly 21 times 
The Street’s estimate of $5.75 a share 
this year. 

Pleasant Problems. Reynolds’ emer- 
gence as one of the U.S.’ top money- 
makers (only 18 other industrial 
companies earned as much in 1960, 
though Reynolds ranks no better than 
52nd in net sales) has nonetheless 
brought problems to the genial 
southern gentlemen who run _ the 
company—albeit problems of a kind 
any management would be happy to 
have. 

So great, for example, is the cur- 
rent demand for Reynolds’ Camel, 
Winston and Salem cigarettes, its 
Prince Albert pipe tobacco and Days 
Work chewing tobacco (to mention 
only the leading brands) that its 
manufacturing capacity is currently 
hard pressed, with both men and 
machines forced to work overtime. 

Thus when Reynolds’ president of 
less than a year, 53-year-old Alex- 
ander H. Galloway, deserts his desk 
on the 19th floor of Reynolds’ 22- 
story office building (the South’s tall- 
est), he is likely to wander up to the 
20th floor observation balcony for a 
bird’s-eye view of Reynolds’ solution 
to this problem. Through the warm 
Winston-Salem sunshine, redolent 
with the pungent smell of tobacco 
(on a clear day, the aroma spreads 
for miles around the town), Gallo- 
way can easily see the new cigarette- 
making plant which is being rushed 
to completion at Whitaker Park 
(named for former Reynolds Chair- 
man John Whitaker) some three 
miles north of the center of town. 

When the $30-million Whitake: 
Park plant, the industry’s largest, 
starts spewing forth cigarettes by the 
billions late this summer, Reynolds’ 
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manufacturing problem will be solved. 
At full production a year or two 
hence, Whitaker Park will add some 
35% to Reynolds’ “making” capacity. 
Almost immediately, however, _ it 
should enable Reynolds to slash an 
hour off the two nine-hour produc- 
tion shifts it is currently running, 
and to eliminate occasional Saturday 
overtime as well. 

But if the completion of Whitaker 
Park will relieve the strain on Reyn- 
olds’ productive capacity, it will also 
intensify the pressure on Alex Gallo- 
way and Chairman Bowman Gray, 
Reynolds’ chief executive officer, to 
find other ways to put their swelling 
cash flow to work at a good return. 

Last year Reynolds’ cash flow, after 
deducting dividends, was $66 million. 
This year, despite the likely dividend 
increase, it seems sure to top $70 
million. For the past four years, 
Reynolds has been pouring much of 
its cash back into new facilities—$100 
million worth over that period. But 
with the completion of Whitaker 
Park, the expansion phase is about 
over: capital spending this year is 
scheduled to drop to $22 million, may 
be even lower in 1962. 

Rich Rations. Thus Galloway and 
Gray are confronted with the likeli- 
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hood of having more and more cash, 
but fewer ways to spend it. One way 
they have spent it so far is in sim- 
plifying Reynolds’ capital structure. 
Long-term debt is now down to $86 
million (vs. $140 million in 1950), and 
almost two-thirds of the preferred 
stock has been bought in (preferred 
dividends last year took only 5c of 
earnings per common share). 

How far Reynolds will wish to go 
merely to achieve a purist capital 
structure, however, is a question. Its 
$86-million long-term debt, for ex- 
ample, was borrowed at 242% and 3% 
rates it is not likely to get again, and 
the $2.4 million in annual interest 
charges on this money is equal (after 
taxes) to just about 6c a share. The 
rest of the preferred will eventually 
be retired, but extra earnings from 
that source are slim, too. 

A fast-growing business like Reyn- 
olds, of course, needs ever greater 
amounts of working capital, espe- 
cially to carry its expanding inven- 
tories. Each tobacco crop purchased 
must age for two or more years be- 
fore it is used; thus Reynolds is buy- 
ing now for its anticipated 1963-64 
needs, tying up vast amounts of cash 
in doing so. Result: at the end of 
1960, Reynolds’ short-term debt had 
swollen to $216 million in bank loans 
and its own commercial paper. 

Actually, however, that big debt is 
a somewhat temporary phenomenon. 
By August 1, says Galloway, Reynolds 
hopes to be “out of the banks” com- 
pletely, or nearly so. The 
buying season starts in earnest in 
August and runs through January, 
and during that time spending is 
heavy. But for the rest of the year 
cash inflow greatly exceeds outgo, 
and short-term debt is largely re- 
tired. (Reynolds has taken the neces- 
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sary legal steps to change to a more 
normal fiscal year, beginning perhaps 
August 1, but has not yet finally de- 
cided whether to make the change.) 

Wasting Wealth. Still, Gray and 
Galloway seem to have more cash 
than they are likely to need either 
for working capital or future capital 
spending. That leaves them two op- 
tions: either to integrate Reynolds 
vertically so as to control more of 
its raw materials or to invest the 
money in new lines of business. They 
have already tried integration with 
some success: Reynolds now has its 
own Archer Aluminum division, which 
not only turns out the foil to wrap 
Reynolds cigarettes, but also sells to a 
number of outside accounts (includ- 
ing rival tobacco companies). Archer 
is profitable (just how profitable is 
one of Reynolds’ well-guarded se- 
crets) but its contribution to sales is 
minor, probably no more than 2° 
to 3°, and whether Reynolds will 
choose to go further along the verti- 
cal integration route is at best an 
open question. 

That leaves new investments as an 
outlet for Reynolds’ cash. Here, in 
1960, the company got its feet wet 
(and also got a toehold in the Euro- 
pean Common Market) by purchas- 
ing, for $10 million, a 51% interest 
in third-ranking German cigarette 
producer Haus Neuerburg, K. G. 

The move was a logical one. If 
Reynolds has a weakness, it is in ex- 
port sales, where Liggett & Myers is 
the long-time leader. Unlike such 
competitors as Lorillard and Philip 
Morris, too, Reynolds has never 
licensed foreign makers to produce 
its brands abroad. But with cigarette 
consumption in Europe growing far 
faster than in the U.S., Reynolds could 
hardly afford to ignore that market 


~ | F-, 


4} * 


aa 0 Coren Meal 


ForBEs, JUNE 15, 1961 





Haus Neuerburg, for its part, got a 
needed infusion of capital to spark 
a new entry in the filter field, where 
it has been a laggard. Currently, 
Neuerburg is introducing its “Reyno” 
brand (an old Reynolds trademark), 
which Reynolds men admit is very 
close to Salem in its blend. 

At the moment, Haus Neuerburg 
is only marginally profitable ($1.1 
million net on sales of $103 million 
in 1959), and Galloway cautions that 
it will be some time before Reynolds’ 
cash and knowhow can change that 
situation. Thus any tangible return 
on this investment for Reynolds’ 
stockholders seems, at best, several 
years away. 

Neuerburg, however, is probably 
no more than Reynolds’ first tenta- 
tive acquisitive step. Currently, Gray 
and Galloway have a new department 
working full-time on possible “buys,” 
and they are unwilling to rule out 
any profitable field as lacking inter- 
est. Notes Galloway: “We'd prefer 
to buy for cash, normally, but that’s 
in the hands of selling stockholders, 
who generally want stock.” Four 
years ago Reynolds was close to 
reaching terms with Warner-Lambert 
Pharmaceutical; the deal broke down 
at the last moment, reportedly in a 
dispute over control. Promises Gallo- 
way: “You can be sure we won't 
just let our cash sit there and pile 
up.” 

Changing Times. Meanwhile, of course, 
Galloway and Gray daily face the 
more pedestrian but all-important 
task of keeping Reynolds out front 
in the cigarette brand derby despite 
constantly shifting consumer loyal- 
ties. 

Tobacco men today often talk 
somewhat wistfully of the “good old 
days” before 1950, when just five 
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brands (Camel, Lucky Strike, Ches- 
terfield, Philip Morris, Old Gold) 
divided more than 90° of the ciga- 
rette market, with the top three alone 
holding some 80% in 1947. In that 
year the two existing filter-tips, 
Brown & Williamson’s Viceroy and 
Benson & Hedges’ Parliament (later 
bought by Philip Morris to get a run- 
ning start in filters) together ac- 
counted for just 900 million units, a 
tiny 0.3% of total industry sales. 

In 1960, by contrast, there were no 
less than 21 brands, including both 
Viceroy (21.5 billion units) and Par- 
liament (8.9 billion) which sold one 
billion units or more. Another 16 
brands (including Reynolds’ one con- 
spicuous flop, Cavalier, a “mild,” king- 
sized non-filter which proved too mild 
for the public’s taste) made up the 
measurable also-rans. Nowadays fil- 
ters (including mentholated filters) 
account for a solid 52.4% of all smokes 
sold. 

What changed the shape of the 
cigarette market (and ultimately the 
make of cigarettes themselves) was, 
of course, the great “health scare” 
of the mid-Fifties. Triggered by 
alarming claims about the relation- 
ship of smoking to cancer, it managed 
to interrupt, in 1953-54, the slow but 
steady 3.7% a year average growth 
which cigarette sales had shown since 
World War II. 

“That,” recalls Reynolds’ Galloway, 
“was a frantic period for the tobacco 
industry.” New brands (or new, 
dressed-up versions of old ones) 
were being rushed to market at 
nearly a one-a-month clip. Under- 
standably, consumers became con- 
fused by their conflicting claims, and 
an orgy of brand-switching followed 
which has only recently shown signs 
of abating. Many observers thought 


PRESIDENT GALLOWAY: 
his problems are pleasant 


that the industry was its own worst 
enemy during this crisis. Its ad- 
vertising trumpeted health claims 
which inevitably raised serious doubts 
about the advisability of smoking, 
even while it was vigorously denying 
that tobacco could have any possible 
ill effects. 

Keeping Cool. A:nidst all the furor, 
Reynolds (which had most to lose, 
since all its eggs were figuratively 
riding on its Camel’s back, and Came! 
sales were falling, too) stayed nota- 
bly cool. Convinced by its experi- 
ence with Cavalier that above all the 
public wanted a filter cigarette with 
taste, Reynolds was among the last 
to enter a brand in the filter sweep- 
stakes. “We'd seen the trend to fil- 
ters,” notes Gray, “but we didn’t yet 
have a blend which satisfied us.” 

When it finally marketed Winston 
in 1954, however, Reynolds simply 
swept the field. Stressing taste rathe: 
than protection, Winston sold 7.5 bil- 
lion units its first year, the best initial 
acceptance any brand has ever had 
In 1955 it overtook Viceroy, the pre- 
vious leader, and in 1956 moved 
clearly out ahead. Last year Winston 
sales hit 52.4 billion units—more than 
one-third of Reynolds’ total output 
and better than 20° of the 
filter market. 

But if Reynolds was almost left at 
the post in regular filters, it was first 
in the field (save for Spud, a mino1 
brand) in the mentholated filte: 
derby. In 1956, a year before B&W 
slipped a filter on Kools, Reynolds 
brought Salem to market—and found 
it had an instant hit. The happy re- 
sult of being first: last year a wallop- 
ing 35.1 billion Salems were sold, up 
25% over 1959’s total. Singlehanded, 
Salem held over 60% of the entire 
menthol market, which now 
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grown to 12% of total industry sales. 

Looking back on this happy deci- 
sion, Galloway ruminates: “It was 
partly luck, partly good timing. We'd 
been watching the menthol market 
for some time, and in 1956 decided 
it might be interesting enough to 
enter. But we didn’t dream that it 
would grow so big so fast.” 

Having decided to stake its claim, 
however, Reynolds was ready. The 
Salem blend had been “on the shelf” 
for months, waiting for the opportune 
moment. Its package was designed, 
its promotional campaign—which 
many observers consider the key to 
its success—already on paper. 

Instead of stressing, as Kool had 
always done, the medicinal values of 
menthol smoking, Reynolds set out 
to create an image of a light, pleasing 
smoke. Its advertising featured young 
lovers in cool, green, springtime land- 


scapes, pausing for a Salem. The 
success of the campaign can _ be 
judged not only by Salem’s sales, 


which rocketed to 4 billion the first 
year, but by the host of imitators 
which it spawned. Not only rival 
cigarettes and beer, but a host of 
other products less commonly found 
in the spring woods (e.g., cars, wash- 
ing machines) have since tried the 
same pitch, though without the same 
success. 

Pitching the Product. Advertising, of 
course, is a key part of Reynolds’ 
sales effort and a tremendous part of 
its annual budget. Reynolds is no 
more willing than its competitors to 
say how much it spends on promo- 
tion, but Advertising Age, a trade 
publication, estimated its 1959 spend- 
ing in measurable media at $49 mil- 
lion (6.2% of net sales). American, 


the next biggest spender, laid out $40 
million, or only 5.5% 


of net sales. 





But Lorillard 


($32 million) was 
spending fully 11.4%. 
Last year, says Gray, Reynolds 


spent more than in 1959, but for the 
past couple of years advertising as a 
per cent of sales has been declining. 
Says Gray: “Don’t count on that 
trend continuing.” One reason it may 
not: this year Reynolds is out to re- 
capture the top sales spot for Camel, 
nosed out last year (by less than a 
half billion smokes) by American’s 
fast-growing Pall Mall. 

Save for a brief flirtation with the 
“T-Zone” in the early Forties, Reyn- 
olds’ advertising has largely eschewed 
health claims, instead has stressed 
pleasure and taste (which fits the 
character of Reynolds’ own “strong” 
blends). Its ad campaigns have 
tended to be long, consistent and 
(judging by the results) successful. 
A possible reason: while other ciga- 
rette accounts bounce around among 
ad agencies like rubber balls (only 
last month Chesterfield’s $10-million 
account switched for the second time 
in five years), all Reynolds’ business 
has been at Manhattan’s William Esty 
Co. for a _precedent-shattering 28 
years. 

Of course, the mere fact of being 
first in industry-wide sales gives 
Reynolds certain cost advantages. It 
means, for example, that promotion 
costs can be spread over more units 
sold, thus lowering the average cost 
per unit. While brand warfare has 
nearly doubled the industry’s adver- 
tising cost per carton, from 4 cents in 
1955 to about 74ec in 1959, Reynolds 
last year probably spent no more than 
64ec per carton. 

What Reynolds saves on advertis- 
ing, though, it probably spends again 
on its hard-driving sales force, the 
industry’s largest and most effective 
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(Reynolds numbers it at “around 
1,200,” though rivals insist it’s closer 
to 2,000). No hamlet is too small, no 
corner drugstore too insignificant to 
escape a friendly call from the ubiq- 
uitous Reynolds man. A “brand mis- 
sionary” rather than a real salesman, 
his job is to curry favor with the re- 
tailer by helping him with displays, 
merchandising and other problems— 
in hope of getting a preferred shelf 
position for his brands. 

The Pencil Pushers. Despite its higher 
outlay on “sales,” Reynolds’ costs are 
still easily the industry’s lowest (the 
late George Washington Hill, Ameri- 
can Tobacco’s great pitchman, once 
said that Reynolds had “the best users 
of pencils in the country”). Last year, 
therefore, Reynolds’ reported “cost of 
goods, selling and general” expenses 
were just 83.1% of sales vs. 88.3% 
for American, 87.4% for L&M, 87.1% 
for Lorillard and 90.1% for Philip 
Morris. 

One big factor in those lower costs 
is Reynolds’ ability to get by with 
the smallest labor force in the indus- 
try relative to its sales volume (see 
chart, p. 23). As with advertising, 
that cuts down unit costs. Since all 
standard brands now fetch the same 
price at the factory ($8.45 per thou- 
sand for regulars, $8.90 for kings, 
$9.00 for filters, less a 2% discount 
for payment in ten days but including 
excise taxes), that saving on labor is 
important. 

It is ironic that filter tips should 
carry the highest price tag both at 
wholesale and retail, since it is an 
open secret among tobacco men that 
they are considerably cheaper to 
make than regulars. Reason: the 15 


or 20 millimeters of cellulose acetate 
which make the “working end” of a 
filter cost less than would the equiva- 
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lent amount of tobacco. 

In recent years, too, the industry 
has used more and more “homoge- 
nized” or reconstituted tobacco, which 
is nothing more than tobacco scraps, 
fibers and small stems rolled into a 
sheet, shredded and blended with the 
regular tobaccos. Reynolds’ rivals, in 
fact, claim that part of its greater prof- 
itability comes from using more ho- 
mogenized leaf in its smokes than the 
14% by volume which is now stand- 
ard. Reynolds denies this claim, while 
readily admitting it was the first to 
use homogenized leaf. 

Atop this, most makers have quietly 
reduced the circumference of their 
filters, thus enabling them to use even 
less tobacco. Result: the amount of 
tobacco used in each thousand ciga- 
rettes has dropped from 3.1 pounds 
to about 2.5 pounds (farm sales 
weight) since 1953. This is one rea- 
son why the industry has been able 
to get along without a price increase 
since 1957, and in most cases has made 
more money on not much higher sales. 
Another reason: labor costs which, 
though rising, are still just about the 
lowest in U.S. industry relative to the 
value of the product. 

And the product is immensely 
valuable. In 1960, the Agriculture De- 
partment estimates, cigarette retail 
sales were a huge $6.6 billion (includ- 
ing taxes). More than 60 million 
Americans now light up regularly, 
another 4 million to 5 million occa- 
sionally—and these ranks will soon be 
swelled by a big increase in the 15- 
to-24 age group. 

Profit Paradox. How then can Reyn- 
olds, which makes the same prod- 
ucts as its competitors, pays the same 
price for its basic raw materials, uses 
the same machines in the same ways, 
nonetheless make so much more mon- 
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ey than the rest of the industry? Sales 
leadership cannot, in the end, explain 
that profit paradox. For cigarettes, 
unlike, say, autos, are not a “lever- 
aged” business in which volume is 
all-important. Moreover, Reynolds 
was consistently the profit leader even 
when it trailed American in sales. 

The two men who run Reynolds 
themselves profess puzzlement as to 
how they do it. “It’s a bit like backing 
into a buzzsaw and then being asked 
which tooth bit you,” says Gray. 

A partial explanation may lie in 
the concentration of all Reynolds’ op- 
erations, except some leaf storage, in 
Winston-Salem. (Until a few years 
ago, Reynolds was Winston-Salem 
—the only other major employers are 
Hanes hosiery, founded by a former 
tobacco magnate, and Western Elec- 
tric, a recent arrival—and even to- 
day it employs roughly one out of 
six adults in a city of 110,000.) With 
operations thus highly centralized un- 
der top management’s hard eye, Reyn- 
olds managers know that if their de- 
partmental costs begin to creep up 
Gray or Galloway will promptly be 
asking why. 

Moreover, management men at 
Reynolds are well motivated to pro- 
duce maximum profit for the stock- 
holders, since they themselves are 
among the biggest owners of RJR 
stock. Bowman Gray, for example, 
owns 75,000 shares worth, at their 
current price, about $9 million; Gal- 
loway has 13,208 shares, or almost $1.6 
million worth. 

This concentration of plant, people 
and financial motivation (Reynolds 
also has a fat profit-sharing plan for 
employees) may give more than usual 
point to Gray’s belief that “teamwork” 
is the final answer to Reynolds’ suc- 
cess. Reminded that this has become 
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Among tobacco’s Big Five, Reynolds’ 
costs are easily the lowest. One reason: 
high employee productivity. Reynolds 
gets considerably more sales per 
employee than its competitors do. 
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a management cliche of late, Gray 
replies: “True. But when in the course 
of your work you see the same people 
each day and get constant exposure to 
their views, when your whole life is 
centered around one town and one 
company, you really do begin to iden- 
tify your interests with the company’s 
to an unusual degree.” Reynolds 
points with pride to the fact that it 
is a “father and son” company, with 
many third- and fourth-generation 
employees. 

Pouring It On. Whatever the rea- 
sons for Reynolds’ success, it seems 
to have become endemic. In 1961's 
first quarter its sales rose 10.7% and 
earnings 15.3% (to $1.33 a share)—a 
performance which Galloway says 
“we hope to duplicate, or at least 
approximate in the rest of the year.” 
Since over-all cigarette sales in the 
first quarter were up only 5% from 
1960, it is obvious that Reynolds’ three 
brands are still getting bigger shares 
of their markets. 

Yet there is little complacency in 
Winston-Salem. Reynolds still lacks 
a successful entry in the king-size 
field to challenge American’s Pall 
Mall, and industry scuttlebutt has 
long had it that its next major effort 
will be in this area. Whether or not 
that be true, Gray and Galloway have 
only to glance at past statistics to re- 
mind themselves (and their associ- 
ates) that just seven years ago it was 
American which had 32.7% of the 
total market, Reynolds 24.7%—figures 
which have been almost exactly re- 
versed today. 

With that thought to spur them on, 
there seems little doubt that old Josh 
Reynolds’ heirs will keep right on 
working might and main to give the 
opposition hell. 





RETAILING 


TRADING WIDER 
AND HIGHER 


Demonstrably, J.C. Penney 
Co. has lost none of its old 
sense of direction. The real 
question is whether the old 
direction was the right one. 


For tHe 193 decorous stockholders 
who gathered late last month in the 
second-floor auditorium at the com- 
pany’s New York headquarters, the 
J.C. Penney Co.* annual meeting was 
hardly a hectic affair. Beyond a few 
cursory questions and a seemly fash- 
ion show, the closest thing to ex- 
citement came when a retired cleric 
sought to sell the company an idea 
for a summer shirt with short sleeves 
and tails and a detachable collar. 

Yet the company was facing prob- 
lems—and undergoing changes—suf- 
ficient to warrant a rash of questions. 
For example, in fiscal 1960 (ended 
Jan. 31, 1961) Penney earned only $45 
million—precious little more than the 
$43.6 million it had posted back in 
1954—despite an intervening sales 
gain of almost one-third, to some 
$1.5 billion. Since 1954 its profit per 
sales dollar had sagged from 3.9 cents 
to 3.lc, its return on equity from 
nearly 19% to 14.3%. 

Three Styles. Still more disconcert- 
ing, this trend was not characteristic 
of other leading U.S. retail outfits. 
Over the same 1954-60 span, growth 
in Sears’ profits ran nearly abreast 

*J.C. Penney Co. Traded NYSE. Recent 
price: 40. Price range (1961): high, 43; low, 
3742. Dividend (1960): $1.50. Indicated 1961 
payout: $1.50. Earnings per share (1960): 


$1.82. Total assets: $455.2 million. Ticker 
symbol: JCP 


of its 39°. sales increase. Federated, 
the country’s standout department 
store chain, did even better with a 
gain of nearly 73% in the profit col- 
umn on 57% higher sales. 

No one, to be sure, could say that 
Penney was losing the skill that had 
made it far and away the nation’s 
strongest big-volume merchandiser 
of soft goods. Its 1,700 stores, run by 
managers with the keenest profit- 
sharing incentive toward low-cost 
operation, outsell Sears and every- 
body else in the staple apparel and 
home furnishings lines. The real 
problem is whether Penney’s some- 
what Spartan tradition—low prices, 
cash only, a minimum of costly serv- 
ices—is as well suited to the cus- 
tomer’s mood as it once was. 

Add Frills. The very explanation for 
the profit lag advanced by veteran 
President William M. Batten, who 
started as an extra in 1926 in the 
Penney store in his home town of 
Parkersburg, W. Va., supports the 
view that the company is engaged in 
a significant change in direction. The 
main factor behind last year’s 12.9% 
drop in profits on 2.3% higher sales, 
said President Batten, was the cost 
of extending Penney’s new credit 
system to a total of 725 stores—a 
number that this year will exceed 
1,500. By mid-1962 every Penney 
store will offer charge accounts. 

Installing a credit system can tem- 
porarily be a powerful drag on prof- 
its. To reach the year-end total of 
725 stores offering credit, the com- 
pany had to set up 14 (out of an 
eventual total of 16 or 17) electroni- 
cally equipped regional credit offices. 
Some 2 million charge accounts were 
opened. But since most were opened 
near the year end, credit volume 
amounted to only 8.5°, of total sales, 





CREDIT SALE IN A PENNEY FURNITURE DEPARTMENT: 
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one hand washed the other 







GOODS & 
SERVICES 


J. C. Penney Co. has been a tradition- 
ally efficient distributor of goods, but 
its lack of customer services has 
caused it fo lag somewhat in sales, and 
markedly in profits, behind its chief 
rivals in profitability—Sears, Roebuck 
and Federated Department Stores — 
over the last seven years. 
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and produced almost no_ service 
charge income to offset the expense 
drain. 

Hurry Up, Please. The new credit 
system’s temporary drag was intensi- 
fied by the speed-up in its installation. 
As recently as early 1960, Penney had 
expected to complete the job by late 
1963. Since then, a year has been 
lopped off the schedule. “We de- 
cided,” says Batten, “to take the heat 
and get it behind us.” 

Part of the reason for the speed-up 
might well be, as President Batten 
insists, that a switch to electronic 
equipment in the regional credit cen- 
ters made it sensible to increase the 
credit operation’s size as rapidly as 
possible. But Penney management 
was admittedly using the credit op- 
eration to speed other changes, nota- 
bly introduction of items whose price 
tags make them especially suitable 
for credit. Some of these—e.g., high- 
style apparel—represent the upgrad- 
ing of existing Penney lines. But 
others, mainly hard goods, are new 
additions to what has _ historically 
been a soft goods enterprise. 

Thus power mowers, beach furni- 
ture, air conditioners, stereo hi-fi’s 
and the like are sold by enough 
Penney stores to account for some 
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PENNEY’S BATTEN: 
credit should not be costly 


5% of 1960 volume. That percentage 
is, moreover, dead certain to increase 
For nearly all the company’s new 
stores are large (45,000-50,000 sq. ft.) 
units in shopping centers, and hard 
goods already account for 10-15% 
of their sales. 

The Verities. Its new ventures do 
not, however, mean that Penney is 
losing its traditional economy-mind- 
edness. For example, the company 
has set its credit fees on a break-even 
basis, being content to settle for the 
profit on the extra merchandise it ex- 
pects that credit will help to sell. 
President Batten left the stockholders 
in no doubt about the fundamentals: 
“We sincerely believe,” said he, “that 
the consumer's preference for quality 
merchandise, at the lowest possible 
prices, with friendly service, is not 
likely to change.” 


VATURAL GAS 


THE MONEY 
PIPELINE 


Money was flowing freely for 

gas companies last month, 

and for some companies it 
was even cheap. 





NEED a portrait of a relaxed execu- 
tive? All you had to do to get one 
last month was to snap a picture of 
almost any officer of big (total assets: 
$872.6 million) American Natural Gas 
Co.,* an integrated holding company 


*American Natural Gas Co. Traded NYSE 
Recent price: 4042. Price range (1961): high, 
41; low, 37. Dividend (1960): $1.04. Indicated 
1961 payout: $1.20. Earnings per share (1960): 
$1.97. Total assets: $872.6 million. Ticker sym- 
bol: ANG. 
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that pipelines gas from the Texas pan- 
handle and Louisiana coast fields and 
peddles it in Detroit, Milwaukee and 
other Michigan and Wisconsin cities. 

Why the air of relaxation? Money. 
Just last month, American tested the 
money market by selling $30 million 
worth of bonds for a major operating 
subsidiary, Michigan Consolidated Gas 
Co. To its pleasurable surprise, Ameri- 
can got by with a respectable interest 
cost of slightly under 5.1%. What’s 
more, the issue was snapped up so fast 
as to deserve out-the-window status. 

Hard Lines. It was all quite a change 
from American’s rugged earlier ex- 
periences in the money market. The 
last time it had attempted a flotation 
for Michigan Consolidated was back 
in 1957, when it had to affix a sky- 
high 644% coupon to move a $30- 
million bond issue. That one could 
perhaps be charged to bad timing. 
But as recently as last July it was 
still paying a stiff 543% on bonds of 
another subsidiary, Michigan Wis- 
consin Pipe Line Co.—a rate that left 
American’s Vice President and Treas- 
urer F. Wayne Sharp frankly baffled 

Moneyman Sharp is too old a finan- 
cial hand to admit his satisfaction with 
last month’s 5.06% flotation. “We 
always hope for a little better,” he 
said. “I personally was a little dis- 
appointed.” But he also granted that 
the new rate was “a vast improve- 
ment” over what American had been 
paying, and he confidently predicted 
that a mid-June flotation for Michigan 
Wisconsin (nicknamed “Mish-Wish’’) 
would bring a sharply improved rate 
from last July’s 5%%. 

Particular & General. Part of this 
gain was clearly the result of Ameri- 
can’s own improved showing. “We 
made a great deal of progress in the 


last year,’ says President Ralph T. 
McElvenny, “in getting more reserves 
for our system. We added 260 mil- 
lion cubic feet per day, and shortly 
we hope to add another 75 million.” 
These new supplies, plus a seasonably 
cold winter, enabled American to 
raise earnings 17% (to $31.5 million) 
in the 12 months ended last March 31 
on a 14% revenue increase (to $257.4 
million). Confides McElvenny: “I hear 
some of these other fellows moan 
about the gas business; we’ve got a 
hell of a good business here.” 

But equally important were factors 
that had nothing to do with Ameri- 
can’s own operation. One was the 
general improvement in the money 
market. Just as significant, howeve1 
was the investor’s increasing prefer- 
ence for gas distribution companies 
over pipelines, ever since the Federal 
Power Commission began trimming 
pipeline return to about 10%% on 
equity, giving minimum weight to 
equity ratios. This affects American 
because, in Treasurer Sharp’s words 
“Roughly 75° of our business is dis- 
tribution, and that’s about the ratio in 
which the earnings are produced.” 

Winners & Losers. Other gas com- 
panies on the distribution side have 
fared as well as or better than Ameri- 
can. The day after the $30-million 
flotation by American’s Michigan 
Consolidated subsidiary, Consolidated 
Natural Gas Co. moved $40 million 
worth of debentures at an interest cost 
of only 434%—a rate reflecting Con- 
solidated’s unusually high equity ratio 
(well over 50%). And earlier in the 
month Peoples Gas Light & Coke Co., 
the predominant distributor in the 
Chicago area, had sold $30 million in 
bonds with a coupon of only 454% 

Compare these interest costs, how- 


N THE MIDDLE WEST: 
for gas distributors, the living was easier 
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TWO KINDS OF 
GAS COMPANIES 


Since early last year, when the Federal 
Power Commission began paring rates 
for the highly leveraged pipeline com- 
panies, pipeline stocks have been 
going nowhere — while distribution 
company shares have been rising. This 
is shown by the widening gap between 
the yields of pipeline and distribution 
company common stocks. 
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ever, with the experience of Tennes- 
see Gas Transmission, which at first 
glance would seem to have every- 
thing. It is big: its 1960 assets of $1.7 
billion and revenues of $554.7 million 
make it, by a clear margin, the largest 
U.S. gas company. It is diversified: 
over a third of its revenues come from 
chemicals, oil and other non-gas ven- 
tures. And it is showing plenty of 
operating progress, with a solid 17°, 
gain in earnings (to $63.4 million) 
and 19‘, in revenues in the 12 months 
ended March 31. 

But Tennessee Gas is also in the 
pipeline business, where all too often 
companies have to take back earn- 
ings that they have reported years 
earlier. In fact, some $40 million of 
Tennessee Gas’ 1957-60 earnings are 
in jeopardy because of rate increases 
subject to refund. Hence its $75-mil- 
lion debenture issue last month went 
at an interest cost of some 5.2¢,— 
actually higher than the cost of the 
company’s last debenture flotation in 
1958, despite the new issue’s sinking 
fund provision calling for 92% retire- 
ment before maturity. 

Some Happy Day. Even clearer evi- 
dence of the investor’s preference for 
gas distribution companies over gas 
pipelines are the respective yields of 
their common stocks (see chart). Just 
over a year ago, their yields were al- 
most identical. Now, distribution com- 
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pany shares command about a 35% 
higher price per dollar of dividends. 
No one could sensibly maintain that 
the pipelines, as properties, were in- 
herently inferior to gas distribution 
companies. But until the Federal 
Power Commission acted to clear the 
regulatory atmosphere, the disparity 
seemed likely to remain. 


ELECTRONICS 


COMMERCIAL JINX 


Successful as a defense con- 

tractor, Raytheon has had 

little but bad luck in its com- 
mercial ventures. 





THE EXPERIENCE of most defense con- 
tractors who have tried breaking into 
commercial fields has not been a 
happy one. Especially has this been 
true for Lexington’s (Mass.) Raytheon 
Co. In the mid-Fifties, Raytheon 
lost millions of dollars trying to mar- 
ket TV sets in competition with the 
industry's giants. A few years later it 
had to throw in the towel on an ambi- 
tious joint venture into commercial 
computers, sell its interest to partner 
Minneapolis- Honeywell. 

When Chairman Charles Francis 
Adams concentrated on defense busi- 
ness, however, the company did well 
After getting TV and 


out of com- 


Raytheon Co. Traded NYSE. Recent price 
383, Price range (1961): high, 427,: low. 
35!4. Dividend (1960): 5 stock. Indicated 
1961 payout: 3 stock. Earnings per share 
1960) $2.09. Total assets: $225.8 million 
Ticker symbol: RTN 


TESTING 











puters in 1956 and 1957, Raytheon 
began making big money out of its 
missile and military electronics busi- 
ness. Largely through its work on 
the Hawk and Sparrow missiles, be- 
tween 1957 and 1960, sales doubled to 
$540 million. And net income soared 
from $4.8 million to $8.1 million, o 
$2.09 a share. 

A Determined Man. But Chairman 
Adams was no man to admit defeat. 
His determination to carve out a com- 
mercial niche remained as strong as 
ever. In 1959 he bought a large man- 
ufacturer of X-ray and electron tubes 
and almost doubled the size of Ray- 
theon’s semiconductor plant. By early 
this year Adams had built Raytheon’s 
commercial sales to the $90-million 
annual level, roughly 15°) of total 
volume. 

But Adams’ latest commercial ven- 
tures seemed as ill-fated as his ear- 
lier ones. With price-cutting rampant 
in the commercial electronics field 
this year, the profit margin on Ray- 
theon’s commercial business virtually 
vanished. Thus the company’s over- 
all sales rose a modest 2.5% (to $138 
million) in 1961's first quarter as com- 
pared with the same quarter in 1960, 
but its net earnings were cut nearly 
in half from $2.2 million to $1.4 million 


“Most of the decline,” conceded 
Adams, “resulted from lower sales 
volume and lower prices in com- 


mercial products.” Nor was the end 
yet in sight for Raytheon’s commer- 
cial troubles. Late last month Adams 
grimly slashed prices on its important 
line of silicon transistors from 6% to 
41°,. The jinx on Raytheon’s commer- 
cial ventures seemed as strong as ever. 





{VD SORTING TRANSISTORS: 
in commercial electronics, a bad shock 


for profits 
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Now linking 23 major U. S. cities 





WESTERN UNION TELEX — 
just dial and you're there 
instantly...in writing 





Business now “‘talks’’ in writing 
to 23 coast-to-coast cities—will 
soon “‘talk’’ to more than 180 
cities—over Western Union’s 
new Telex Network. 





Telex—Western Union’s latest 
development in economical, in- 
stant, written communications— 
puts businessmen a dial-spin away 
from offices, factories, warehouses, 
and important customers. Telex 
saves time, saves money, gives 
users a written record of every 
“conversation.” 


Just how do you send a Telex mes- 
sage? You dial the number—in- 
stantly you are connected anid get 
automatic identification. Then you 
type your message on the simple 
Telex keyboard. Your correspon- 
dent can answer back immediately. 
Actually, to receive incoming mes- 
sages, Telex requires no operator. 
Telex automatically verifies every 


connection for the sender and re- 
cords his message to you. In short, 
Telex can work for you 24 hours a 





day ...7 days a week! 


Telex is fast, remarkably so, be- 
cause of automatic electronic selec- 
tion. Messages literally fly 
anywhere on the Telex Network at 
better than a word a second! 


Telex now connects 
these 23 cities: 


Atlanta 
Baltimore 
Boston 
Buffalo 
Chicago 
Cleveland 


Milwaukee 
Minneapolis 
New Orleans 
New York 
Philadelphia 
Pittsburgh 


Dallas Portland, Ore. 
Denver St. Louis 
Detroit San Francisco 
Houston Seattle 
Kansas City, Mo. Washington 
Los Angeles 


Future plans? By the end of 1961, 
22 more cities will be added to the 
above network, for a total of 45 
cities in all. When completed, West- 
ern Union’s U.S. Telex Network 


will connect 20,000 subscribers in 
over 180 cities. 


Global Implications: 


For the past few years, Telex has 
been operating successfully be- 
tween four major U. S. cities, 
Canada, and Mexico. Soon, sub- 
scribers in all 23 U.S. Telex cities 
can communicate with certain key 
markets in Europe, Asia, Africa, 
South America, and the Caribbean 
via Telex. Sender merely dials cor- 
rect code for automatic interconnec- 
tion with overseas Telex. 


Even more exciting is Western 
Union’s future planning: a Western 
Union fully automatic Telex Net- 
work—working speedily and com- 
patibly with other systems—to 
permit direct customer-to-customer 
dialing to virtually every impor- 
tant overseas market. These will 
include: The United Kingdom, 
Germany, France, Belgium, Hol- 
land, Japan, South Africa, and 
Argentina. 





Western Union... finds better ways to speed it electronically 
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YOUR OUTLOOK on the future can well 
depend on where you look to see it. Especially 
is this true in these highly competitive times, 
when profits everywhere are much harder to 
come by. So, we say again to profit-minded 
businessmen—don’t despair! If you have set 
your sights on a prosperous and rewarding 
industrial future, Look South now to find it. 

You will be in good company. Last year, 
along the lines of Southern Railway alone, 
there were 372 new industrial developments 
representing an investment of almost half a 
billion dollars—greater than any year since 
1956. Among these are industries of all kinds 
and sizes, all looking for the same thing— 
increased in-plant production efficiency plus 
fast-growing markets nearby, to absorb the 
goods they make at a reasonable profit to the 
manufacturer. 

Why not let a member of our Industrial 
Development Department give you the facts 
and the figures about your prospects for the 
future in the modern South? No obligation, 
of course—and in complete confidence. Call 
or write today. 


“Look Ahead—Look South!” 


How does the future look to you”? 








A recent U.S. Department of Commerce report 
shows the modern South leading the national 
rate-of-growth average in 29 of the 34 fields 


of business activity covered. Here are examples: 


PERCENT INCREASE 
FOR THE FOR THE 


SOUTH US. 
Dollar-value added by manufacture................... 120 90 
Number of manufacturing establishments. 35 24 
Manufacturing employment ..........................-. 28 12 
Dollar-value of manufacturing payrolls..... . 131 97 
New plant and equipment expenditures......... 65 49 
Dollar-value of retail sales... 65 53 
Number of retail trade establishments............... 5 l 
Dollar-value of retail trade payrolls.................... 77 59 
Dollar-value of wholesale sales......................... 68 50 
Number of wholesale establishments................ 36 17 
Wholesale trade employment........ bunt 23 13 
Dollar-value of wholesale trade payrolls............ 80 59 
Number of service trade establishments.......... 58 46 
Number of industrial and commercial firms........ 29 13 
Dollar-value of life insurance in force...... .. 253 172 
Number of motor vehicle registrations................ 117 91 
Dollar-value of bank deposits....... soe sierats 73 58 
Production of electric energy.............. sinkthcsisois 238 158 
Dollar-value of personal income....................... 111 101 
Per capita personal income.......................00.s00+ 74 64 
Dollar-value of minerals produced...................... 87 70 
a A cl a EE od 23 10 





SOUTHERN RAILWAY SYSTEM [& 


WASHINGTON, D.C 


The Southern Serves the South 








&B This mark tells you a product is made of modern, dependable Steel. 


How 

Bob Maciejczak 
earned an extra 
$18,827 


Bob Maciejczak works at U.S. Steel’s South Works in Chicago, 
illinois, and he’s the Corporation’s champion Employee Sugges- 
tion Plan winner. Over the last four years, he has had sixteen 
suggestions adopted—and he’s been awarded $18,827. 


Thousands of U.S. Steel employees have received cash awards 
that are based on benefits generated by their suggestions. Since 
1957, employees have sent in over 200,000 suggestions, and more 
than 46,000 have been adopted and put into operation. The Em- 
ployee Suggestion Plan is one of the many ways U.S. Steel de- 
velops better techniques, better employees—and better steel. 


ss) United States Steel 
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FOOD 


DEPENDABLE DIET 


By catering to the plump 
waistlines of the nation’s 
farm population, Ralston 
Purina has managed to earn 
consistently robust profits. 


To THE average man in the street, with 
his dreams of getting away from it 
all, life on the farm has its content- 
ment, charm and even poetry. But 
for one Donald Danforth, the cluck- 
ing of hens, pigs’ grunting and cattle’s 
lowing is no pastoral dream. In fact 
it is quite the opposite. 

Roosting Chickens. Danforth is chair- 
man of Ralston Purina Co.,* the na- 
tion’s largest maker of animal feeds. 
And, as such, his feelings towards our 
four and two legged friends are often 
filled with misgivings. If, for example, 
there is an oversupply of livestock, 
both its price and the farmer’s profit 
declines. At such times, the farmer 
instinctively cuts down on his herd. 
Ralston Purina, in turn, is forced to 
lower the price of its feeds. 

Probably one of the most cyclical of 
all is feeds prepared for chickens, 
which fluctuate with the price of fowl. 
Broilers last month were selling at 
11.6c a pound, a longtime low, against 
17.5c a year ago. “A change like that,” 
sighs Danforth, “can be quite a blow 
to us!” 

Uneven Diet. It was to supplement 
this uncertain diet that in 1955 Dan- 
forth introduced a dog food, Purina 


*Ralston 
counter 


Purina Co. Traded over-the- 
Recent price: 49'4,. Price range 
(1961): high, 50; low, 44. Dividend (fiscal 
1960): $1.20. Indicated fiscal 1961 payout 
$1.20. Earnings per share (fiscal 1960): $2.76 
Total assets: $213.5 million 
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Dog Chow. It has since become the 
No. One seller in its field. He also 
increased the company’s soybean 
processing business and pushed ag- 
gressively into new breakfast cereals. 
“With these products,” he says, “we 
have managed to iron out the peaks 
and valleys of our business.” 

As a result, Ralston Purina’s 7,748 
shareholders have been eating well of 
late. In the past five years, Ralston’s 
sales have risen 32.4% to $510.3 mil- 
lion, earnings 42.9% to $18 million. 
Extension of the trend was evident 
last month when Danforth announced 
similarly tasty profits for the fiscal 
half year ended March 31. On a 4% 
sales increase, earnings rose 4.5% to 
$9.8 million, or $1.49 a share. Ob- 
served Danforth: “We are very opti- 
mistic for May and June, and should 
do better than the third quarter of last 
year.” 

Indigestion. Yet Ralston Purina’s 
appetizing earnings have not come 
easily. Try as he might to improve 
his company’s basic diet, there was 
virtually nothing Danforth could do 
about the unpallatable husks that 
often appear in his corporate meal. 
Particularly hard to swallow have 
been the continued price fluctuations 
of its two major raw materials, corn 
and soybeans. 

Of the two, soybeans are the most 
erratic. Between November 1960 and 
last month, for example, soybean prices 
rose from $2.15% to $2.9734 per bushel. 
In consequence, Ralston Purina cur- 
rently finds it almost impossible to 
make a penny either on soybean cattle 
feeds or soy oil. Says Danforth: “I 
would rather that no one mentioned 
the high soybean prices right now. 

“But,” he adds wistfully, “perhaps 
they will soon be back to normal 
again.” 


in the barnyard, clucks of dismay 


HIGHBALLING TRUCKER: 
getting nowhere fast 


TRUCKING 


ACTIVITY 
WITHOUT 
PROSPERITY 


It’s quite a trick to double 

your volume and at the same 

time halve your profits, but 

that’s what the big truckers 

have done over the past few 
years. 


Since the end of World War II, there 
have been few bolder, faster-moving 
businessmen than those who run the 
nation’s motor truck fleets. Starting 
with little more than a tankful of fuel 
and a repair kit, they have tackled 
and all but crippled the railroad in- 
dustry. By 1960 truckers were doing 
an $8-billion business hauling 22°, of 
all U.S. freight (up from just 9% in 
1946). 

But all that activity has brought 
little prosperity. Like their bitter ri- 
vals, the railroads, some of the biggest 
trucking companies last month were 
in deep trouble. In the first quarte: 
of this year, a full third of the 12 
biggest ran heavily in the red. Some 
dismal samples: Consolidated Freight- 
ways (the biggest), a first-quarte: 
loss of 64c a share; Associated Trans- 
port, an 18c loss; Spector Freight, a 
33c loss; North American Van Lines, 
a 9c profit, but some 44% lower than 
1960's first quarter. 

Costs & Overexpansion. What was 
wrong? The railroads would be riding 
high and handsome now, given the 
approximately 10% yearly increases 
in freight volume that truckers have 
enjoyed for a decade. But between 
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1955 and 1960, eight of the top truck- 
ers actually reported declines in net. 
This over a period of time when most 
truckers at least doubled their volume. 
Part of the truckers’ problems, of 
course, is traceable to the high and 
rising cost of labor—even more of a 
problem for them than it is for the 
railroads. What with railroads fight- 
ing back with piggybacking and selec- 
tive rate cutting, truckers have had 
trouble passing on these higher costs 
to their customers. 

Then, too, part of the trucking in- 
dustry is suffering from the after- 
effects of over-hasty mergers in re- 
cent years. Consolidated alone has 
acquired 36 outside companies since 
1955, and Ryder System some 30. And 
although Ryder showed considerable 
wisdom in putting its expansion em- 
phasis on truck-leasing rather than 
truck operation, President James R;’- 
der is currently having to absorb 
exceptionally heavy integration ex- 
penses. 

Not all truckers have suffered, of 
course. Akron’s (Ohio) Roadway Ex- 
press, for instance, has more than 
doubled earnings since 1955 (to $2.05 a 
share). Denver Chicago Trucking has 
doubled revenues since 1955, and more 
than tripled profits (to $4.74 last year). 
Both Roadway Express and Denver 
Chicago had substantial first-quarter 
earnings gains this year, and, says 
Denver Chicago’s President George J. 
Kolowich Jr., “We will set new records 
for 1961.” 


TRUCKING 


In spite of impressive revenue gains, few major trucking firms 
are able to earn as much money as they did a half decade ago. 


7 REVENUES 
millions) 
1955 1959 


Consolidated Freightways 
Ryder System 

Roadway Express* 
Associated Transport 


$46.8 
31.8 
39.7 
49.5 


Pacific Intermount. Express 
Interstate Motor Freight 
Denver Chicago Trucking 
Spector Freight* 


44.2 
29.0 
20.8 
20.8 


23.3 
21.1 
28.6 
40.9 


North Amer. Van Lines 
McLean Trucking*** 
Norwalk Truck 

U.S. Truck Lines 


*Net per share on mbine A& ommon: p 


ended in June ++#4#Excludes spe 
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STRANGE 
PROSPERITY 


Trucker's share of intercity freight has 
been gaining steadily, but as the table 
on this page shows, most truckers have 
been unoble to make much money 
out of the growth 
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Prestige, But No Profits. By and large, 
however, the profitable companies 
have grown internally; the profitless 
ones have bought their volume by 
multitudinous acquisitions. Consoli- 
dated Freightways proceeded to be- 
come the nation’s first coast-to-coast 
motor carrier, apparently unmindful 
of the fact that it costs roughly twice 
as much to haul freight across the 
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1955 1959 1960 


1960 


$1.13 
1.35 
0.93 
d0.13 


$0.80 
0.22 
0.30 
d0.25 


1.41 
1.00 
1.53 
0.82 


1.21 
0.64 
2.00 
2.27 


0.10 
0.15 


0.46 


0.16 
0.10 
d0.03 
0.36 





ass A only. tincludes specia! charge of 


a! credit of 30 cents. a-Ex 
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U.S. by truck than it does by rail. 
By contrast, Roadway Express’ Presi- 
dent Galen Roush has not made an 
acquisition in five years, yet his rev- 
enues have nearly doubled in that 
time and his company now ranks as 
the third-largest motor carrier. 

Of course, Roush has benefited from 
his authorized north-south routes, 
which run counter to the east-west 
mainstream of rail traffic. But his 
gleaming terminals, complete with 
the latest equipment for monitoring 
freight movement, are models in the 
industry. And Roush, at his Akron 
headquarters, knows where his trucks 
are and what they are hauling every 
hour of the day. 

Too Late? Somewhat chastened by 
their experience of the past few years, 
most truckers feel that they now know 
how to make money at their busi- 
ness. They say they are finished with 
over-rapid expansion and are deter- 
mined to devote their efforts to get- 
ting more business and more efficient 
operations out of what they already 
have. 

Even so, they are not likely to have 
an easy time of it. Costs of labor and 
of equipment continue to rise and the 
railroads, for many years a competi- 
tive pushover, are beginning to fight 
back. Under these conditions it re- 
mains to be seen whether the majority 
of truckers will be able to translate 
their bustling activity into any sem- 
blance of prosperity for their unhappy 
stockholders. 


TROUBLES 


INDICATEC 
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RANGE 
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1961 
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TEXTRON ACHIEVES 


The boat in these pictures has no propeller. Instead, 
it’s driven by a powerful stream of water, scooped in 
below the waterline and thrust out a jet opening at the 
stern, 2,500 gallons a minute. The Sea Hawk, devel- 
oped by Dorsett Marine, a Textron company, planes 
on its specially-designed hull at speeds up to 40 
M.P.H. It provides a completely different ride, quiet 
and jet smooth -- like flying. There also are down-to- 
earth advantages. It’s safer around swimmers and in 
shallow water, easier to trailer and beach. And it uses 
less fuel. The efficient water jet pump is powered by 
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NEW RIND OF MOTOR BOAT 
PROPELLED BY WATER JET 


an economical compact Ford Comet engine. Now built 
in three plants, the Sea Hawk has joined Dorsett’s 
line of superior fiberglass boats at dealers across the 
country. It is another of the solid achievements 
which keep coming from Textron—a group of grow- 
ing companies with prod- 
ucts that lead their fields. 
® Automotive 17% of extron 
total sales, Consumer 

24%, Defense 22%, Indus- 

trial 20%, Textiles 17%. PROVIDENCE, RHODE ISLAND 
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FIVE 

MAJOR STEPS 
TO FURTHER 
PROGRESS 


A PR Be I os 


AT GREAT LAKES STEEL in Detroit, the computer- AT MIDWEST STEEL necr Chicago, the most modern 
controlled and operated 80” Mill of the Future— and efficient steel finishing plant in existence will 
fastest, most powerful hot-strip mill in the world—will provide industry with the finest quality tin plate, 
provide more and better automobile body sheets. galvanized sheets, hot- and cold-rolled sheets, 





George M. Humphrey, 
Thomas E. Millsop and Paul H. Carnahan, 


top men at National Steel Corporation, talk about... 


NATIONAL STEELS $300 MILLION 
OF NEW CONSTRUCTION ... 


and what it means to you 


The huge program begun three years ago by National Steel 
is nearing completion. Costing in excess of $300 million, it 
is a signal of continuing progress at National Steel. It is the 
result of a never-ending search for the new and the better. 


It is tangible evidence that private citizens have firm 
confidence in the future and are willing to back this con- 
fidence with huge amounts of private money. It is the kind 
of thing, throughout our economy, which provides the 
solid foundation for widespread American prosperity . . . 
and for which there is no substitute. 


There are obvious benefits, of course, that will result 
from this construction program. 


TO OUR EMPLOYEES — it means better, more secure, 
more stable jobs. 


To ouR cusTtomers-—this expansion means the 
assurance of steel supply in volume during periods of 
peak demand. In any period, the expansion means steel 





of the highest and most uniform quality ever produced. 


TO OUR Company — it means higher efficiency, greater 
stability and lower costs throughout our operations . . . 
factors which provide us with a stronger competitive 
position in the market place. 


TO YOU AS A CONSUMER OF STEEL -— it means 
better products because of better steel. It means greater 
value for your dollar in the products you buy. 


TO YOU AS AN AMERICAN — it means a, powerful 
weapon against inflation; it means more strength for 
America faced with competition against the low-cost labor 
and newly added modern techniques of foreign producers. 
And it means a greater industrial base for national security. 


As National Steel’s new facilities come into operation dur- 
ing the months ahead, we'll tell you more about them. 
And we think you'll agree that it will be good news for our 
employees, our customers, our company and for you. 


NATIONAL STEEL CORPORATION, irseuncn os (P 


SUBSIDIARIES AND DIVISIONS. 
GREAT LAKES STEEL © WEIRTON STEEL * MIDWEST STEEL © STRAN-STEEL * ENAMELSTRIP © HANNA FURNACE © NATIONAL STEEL PRODUCTS 








AT WEIRTON STEEL in Weirton, W. Va., new and im- OUR NEW RESEARCH CENTER will be National A BASIC OXYGEN STEELMAKING SHOP, including 
proved facilities throughout this division will increase Steel’s headquarters for the expanded, continuing ex- two of the largest vessels ever built, is now under 
the production and improve the quality of Weirton’s ploration of new and better raw materials, facilities, construction at Great Lakes Steel in Detroit to in- 
tin plate, galvanized sheets and cold-rolled sheets. manufacturing processes and products of steel. crease the flexibility and efficiency of our operations, 





Lunar VTOL Vehicle. A rocket- 
propelled craft designed to collect 
lunar ore specimens. 


Nuclear Space Ship. 

A Douglas design for a 
space ship with crew 
quarters and control 
rooms in the nose, 
nuclear reactor in 

the rear. 


Lunar Service Vehicle. Travels 
like a “swamp buggy”’ on 
inflated rollers. Mechanical 
arms provided to handle 
outside chores. 


Nuclear Space Ship. 
A future, medium- 
thrust, nuclear- 
electric space ship 
for one-year 
interplanetary round 
trips (Martian and 
Venusian). 


Douglas Thor. 
Designed as a 
military IRBM, this 
dependable missile 
is the workhorse 

of the Space Age. 


Nuclear Space Ship. 
An unconventional 
design by Douglas with 
living quarters around 
the ring at the bottom. 
On landing, it would 
ease down, ring first. 


Supply and Escape Vehicle. A 
compact re-entry vehicle to supply 
orbiting space stations or to return 
crews to earth. 


Lunar Cargo Handlers. Would 
load lunar ore samples into 
containers to be towed back to 
earth by rockets. 


Space Observatory. Sections of 
this Douglas-designed space 
station would be sent into space 
in rockets and be joined together 
in orbit. 


Saturn. First U.S. vehicle designed to 
put tons of payload into orbit. . . or 
onto the moon. Douglas-built second 
stage is as tall as a 4-story building. 


Lunarmobile. Donut- 
shaped exploration 
vehicle to use rocket 
power in space and 
tractor treads on the 
moon’s surface. 


Eleven ways to outwit the law of gravity 


When the Space Age dawned, 
Douglas was ready with specific pro- 
posals for space equipment either 
completed or in advanced stages of 
development. (Some appear above. ) 

These Douglas proposals were 
‘based on realistic estimates of the 
capabilities of men and materials. 
They are the valued dividends of the 
company’s considerable experience, 
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gained from the design and produc- 
tion of 30,000 missiles and rockets. 
These include the Douglas Thor, an 
IRBM which has been totally suc- 
cessful in 86% of its tactical and 
space firings over the past two years. 

Today, Douglas looks ahead to 
other exciting challenges from its 
firm position of leadership in the 
conquest of Space. 


DOUGLAS 


MISSILE AND SPACE SYSTEMS * MILITARY AIRCRAFT * DC-8 
JETLINERS * RESEARCH AND DEVELOPMENT PROJECTS + 
GROUND SUPPORT EQUIPMENT * AIRCOMB® « ASW DEVICES 
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JERSEY HITS 
THE ROAD 


Not out of mere whim did 

Jersey Standard put its an- 

nual meeting on the road 
this year. 


Not in 79 years had the Standard Oil 
Co. (New Jersey)* ever held an an- 
nual meeting outside its home state. 
The drab and rather inaccessible re- 
finery at Bayonne was considered fit 
enough much of the time for any- 
one who wanted to meet the company 
firsthand. What, then, were the earls 
of oil’s biggest franchise doing in 
Boston last month, conducting their 
annual meeting at the old Metropoli- 
tan Theater on the unfashionable end 
of Tremont Street? 

Just saying hello, said President 
Monroe J. Rathbone and Chairman 
Leo D. Welch, to some of Jersey’s 
80,000 New England stockholders. But 
Wall Street guessed that Rathbone 
and Welch were being more than 
merely sociable. They were, the finan- 
cial community felt, as interested in 
trying to recruit influential new stock- 
holders as in being friendly with ex- 
isting ones. Boston, of course, is where 
the mutual fund business began, and 
it is still the home town of some of the 
most important funds. 

Yet of the 11 Boston mutual fund 
groups with assets of $100 million or 
better, five owned no Jersey Standard 


Standard Oil Co. (NJ.). Traded NYSE 
Recent price: 463,. Price range (1960): high, 
4934; low, 4034. Dividend (1960): $2.25. Indi- 
cated 1961 payout: $2.25. Earnings per share 
(1960) : $3.18. Total assets: $10.1 billion. Ticker 
symbol 


stock at all and two others owned only 
relatively small amounts. What is 
more, although most of the Boston 
funds have grown considerably over 
the past two years, their total hold- 
ings of Jersey stock have shown little 
net gain. Even giant Massachusetts 
Investors Trust, whose holdings of 
Jersey total 829,242 shares, now has 
only 2.3% of its assets in Jersey com- 
mon as against 3.2% two years ago. 

The Big Pitch. Jersey Standard was 
making no attempt to disguise the fact 
that it was publicly courting favor 
for its common stock. Smiling broadly 
at the assemblage of 3,800, Chairman 
Welch laid Jersey’s mission on the 
line. Oil stocks, said he, may not have 
yet “regained the glamour enjoyed 
prior to 1958 [but] I would still rather 
have my money in Jersey stock... 
than in many of the skyrocketing is- 
sues which have yet to demonstrate 
adequate earnings and longevity.” 

Executives of the world’s biggest 
industrial organization (total assets: 
$10.1 billion) have never talked like 
that before. They didn’t have to. For 
years, Jersey’s common stock had 
ruled the among institutional 
investors. Year after year during the 
1950s it was the funds’ No. One hold- 
ing. But since 1958, when world oil 
troubles started cutting into Jersey's 
earnings, the company has sunk to a 
poor seventh place on the funds’ Fa- 
vorite Fifty list. In just two years 
through the end of 1960, the funds’ 
total holdings of Jersey common 
dropped 9°; (to 3.2 million shares). 

Not Good Enough. With this habitual 
support of institutional buying miss- 
ing, Jersey Standard stock has been 
rather consistently weak ever since 
late in 1958. As against a 1957 high of 
6814, the best price J has made in the 
current bull market is 49%4. 


roost 


VIEW OF BAYONNE REFINERY ON NEW YORK BAY: 


this year, a home away from home 


JERSEY STANDARD’S RATHBONE: 
brimming with optimism 


Thus, the Boston courtship. Afte1 
Welch’s pitch, Rathbone went to the 
podium brimming with optimism 
Where once he complained strongly 
about world oil oversupply and weak 
prices, he now took a milder tack 
“This situation has eased,” said he 
After noting Jersey’s 13.5% pickup in 
earnings (to 89c a share) in the first 
quarter, Rathbone described April as 
“excellent,” May as “excellent,” and 
added: “I can you that 1961 
will be a better year than 1960.” 

The audience listened politely. But 
Rathbone’s optimism produced no im- 
mediately tangible results. Early this 
month Jersey stock was selling at 46 

-down 8% from its 1961 high and a 
drop of almost 35‘, from its high of 
1957. 
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ELECTRONICS 


TARNISHED GLORY 


What with competition and 
production troubles, Trans- 
itron’s growth glory was 
rather tarnished last month. 





IN THE wake of 12 troubled 
Transitron Electronic Corp.” served 
sharp notice on that the 
electronics business is as subject as 
any other to the hazards of 
tition. 

Transitron’s downturn, as an- 
nounced last month by the Brothers 
Bakalar, Chairman Leo and President 
David, would have been 


weeks 
investors 


compe- 


considered 


*Transitron Electronic Corp. Traded NYSE 
Recent price: 291%. Price range (1961): higt 
4233; low, 2815. Dividend (fiscal 1960): none 
Indicated fiscal 1961 payout: none. Earning 
per share (fiscal 1960): $1.08. Total 
$31.2 million. Ticker symbol: TRN 


asset 





sharp enough in any industry. Sales 
in the first three quarters of fiscal 
1961 (ending June 30) came to $31 
million, down 12% from the year be- 
fore. Earnings at $3 million were 
down a startling 50%. 

Red Ink. Transitron’s troubles were 
not unique. Many another producer 
of diodes, transistors and other space- 
age exotica has lately had a tough 
time maintaining the growth that per- 
suades investors to pay 70 times earn- 
ings and more for its shares. Industry 
sales this year, the Electronic Indus- 
tries Association recently reported, 
have been running only modestly 
ahead of 1960. 

But if they were not unique, Trans- 
itron’s troubles were especially severe. 
For the Bakalars, the third quarter 
(ended March 25) of fiscal 1961 
proved far worse than the nine months 
as a whole. As against sales of $13.1 
million in the equivalent 1960 quarter, 
Transitron sold only $7.5 million worth 
of goods in the 1961 quarter. On that 
sharply diminished volume, it sus- 
tained a loss of nearly $700,000 that 
cut 9c away from six-month earnings 
of 49c a share. 

It was a severe letdown for Trans- 
itron’s 25,000 stockholders. Until this 
year few new companies had been 
riding as high as Transitron. Long 
before Merrill Lynch, Pierce, Fenner 
& Smith brought out the first public 
issue of Transitron stock (at $36 per 
share) in December 1959, the Baka- 
lars had staked their growth and their 
reputation selling to the “quality” 
market for components. 

They ran a highly profitable busi- 
ness. Although some diodes, for ex- 
ample, sell for a dime, Transitron 
builds diodes that work fast enough 
and stand voltages high enough to 
fetch $1.50 apiece and more. “The 


materials and work that go into a 
quality diode are the same as in a 
cheap one,” says President David 
Bakalar, the production boss of 
Transitron. “Whether it’s worth $1.50 
or a dime depends on whether it 
meets top specifications.” Thus last 
year Transitron had an _ operating 
profit margin of 38% and a return of 
39°. on stockholders’ equity. 

Premiums. On the strength of such 
figures, Merrill Lynch, Pierce, Fen- 
ner & Smith persuaded investors to 
pay 42 times the previous year’s earn- 
ings (86c per share) when the firm 
first brought Transitron shares to 
market. They paid nearly 60 times 
earnings ($1.08 per share) when 
Transitron traded at a record 60 on 
the New York Stock Exchange last 
June. 

But in the third quarter of the cur- 
rent fiscal year, an appalling number 
of Transitron’s diodes and transistors 
failed to meet top-quality specifica- 
tions. In the process of starting up a 
new plant in East Boston, the Baka- 
lars were making ten and 12 diodes 
to get one premium unit where nor- 
mally they might have made two or 
three. Diodes meant to sell for $1.50 
in demanding defense applications 
had to be marked down to 80 cents 
and less for commercial uses. “We 
actually produced more units, but the 
dollar volume fell,” sighed Chairman 
Leo Bakalar, Transitron’s moneyman, 
last month. “The losses at East Bos- 
ton were tremendous.” 

Loss of Status. Both Bakalars in- 
sisted last month that such troubles 
were now over, predicted a sharp 
comeback in the final 12 weeks of the 
fiscal year. But it scarcely seemed 
likely that Transitron could end the 
year even close to matching last year’s 
earnings, much less exceed them as 


ASSEMBLYING TRANSISTORS AT WAKEFIELD (MASS.) PLANT: 
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the reject rate was appalling 


TRANSITRON’S DAVID BAKALAR: 
between $1.50 & 10c, a vital difference 


any self-respecting growth company 
should. In 1961 at least, the momen- 
tum had been lost. Reflecting the 
loss of status, Transitron shares last 
month traded as low as 2814, less than 
half the peak they reached last year 
and 20°, below the original offering 
price. 


CHEMICALS 


DUBIOUS UPTURN 


The chemical industry is 
showing signs of making its 
predicted comeback. But it 
is still a long way from work- 
ing out its basic malady. 


“We are having a real recovery,” ex- 
claimed Dow Chemical’s President 
Leland Doan last month. To prove it, 
he announced that Dow’s May sales 
had been the highest in its history. 

“Du Pont,” said its treasurer, 
R. Russell Pippin, “is doing encour- 
agingly well. April was almost as 
good as last year, and May was even 
better than April.” 

Similar tidings emerged from board 
rooms of chemical companies across 
the country last month. With the 
economy emerging from last winter's 
doldrums, the chemical industry was 
one of the first to feel the salutary 
effects. 

The Worst Over. Nearly everybody 
had gains to recite. Thus with opera- 
tions up to some 80% of capacity, 
Union Carbide was fairly confident 
that the worst was over. Little Atlas 
Powder thought so too; in May, com- 
pany sales rose 9%. Even Allied 
Chemical, despite the dampening ef- 
fects of a wet spring on its large-vol- 
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Cities Service “hydrant truck” pumping and filtering jet turbine fuel 


Cities Service on the move 


A sleek jet airliner is fueled for flight through 
the skies . . . a giant reaper cuts a swath through 
a golden field of grain . . . a supertanker speeds 
its cargo of oil toa waiting refinery. In the air... 
on land...at sea... Cities Service is on the move. 


In all the varied ways in which a major oil com- 
pany operates . . . in production, transportation, 
manufacturing, research, and marketing . . . the 
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pace is accelerated today. On a hundred fronts, 
to provide American industry and the American 
public with the newest and best in petroleum 
products . . . Cities Service is on the move! 


“Keep your eyes on Cities Service" 


CITIES @ SERVICE 





raw materials from around the world 
to chemical products for a better world 


For over 65 years The Harshaw Chemical Company has been 
gathering raw materials from North and South America, 
Europe, Asia, Africa, and Australia, all the continents of 


the world. 


Until a few years ago, international operations of The 
Harshaw Chemical Company were confined to the procure- 
ment of raw materials and the sale of finished products. Now 
even the manufacturing and research operations of our 
Company are international. The formation of Harshaw van 
der Hoorn N.V. of Utrecht, Netherlands is another expansion 
in international operations. Harshaw’s electroplating chemi- 
cals, ceramic colors, and catalysts are now being produced in 
England, France, and Holland, and Harshaw’s service is 
available to customers in the Common Market. 


Loon THE HARSHAW CHEMICAL COMPANY 


1945 EAST 97th STREET 


Let us send it 
to Grandma 


Just have her write us and ask 
for our IOWA INDUSTRIAL RE- 
SOURCES FACT BOOK. Nothing 
could be more confidential and 
nothing could give 


you a better idea of 
why you should 
consider the ¢ 
NEW IOWA for 
your new or 
branch plant. 


a 


Write 
Ed B. Storey, 
Director 
Telephone: 
Des Moines 
— Atlantic 2-0231 


' x ofw a> 
JOWA DEVELOPMENT COMMISSION | ~" a 


330 Jewett Building, Des Moines, lowa ; 422 


(OWS ORR oFmEn! commen on 
' 
' 
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CLEVELAND 6, OHIO 


CHAIRS 


EXECUTIVE SWIVEL MODEL 2200 


The years-ahead features built into all 
Rest-All chairs not only make them the 
most-comfortable, best-looking office and 
institutional chairs, but also eliminate main 
tenance costs during long periods of initial 
use. When reupholstering and repairs finally 
become necessary, they are anticipated in 
the chair design and may be accomplished 
at minimum cost. Write for details. 


FINE CHAIR 
pany oenene SPECIALISTS 


}N. Meridian Rd., Youngstown, Ohio 


N.Y. Showroom: 440 4th Ave. 
Export Dept.: 44 Beaver St., New York 4, N.Y. 


DOW'S DOAN: 
adverse perpetual motion 


ume nitrogenous fertilizer business, 
was building up its revenues. So were 
Monsanto and many other producers 
Moreover, even such basic chemicals 
as sulfuric acid were selling well: 
Stauffer Chemical, for example, was 
pushing up both sales and earnings 
And while soft prices in plastics show 
no signs of hardening, volume at least 
is rising. So the situation may be 
curing itself. 

All this means a good chance that 
the chemists’ profit margins, which 
ran around 1958 recession levels in 
this year’s first quarter, are in for a 
much-needed shot in the arm. As 
chemical plants increase their volume, 
margins naturally rise. “Under these 
conditions,’ says Dow’s Doan, “earn- 
ings may improve.” Yet he adds som- 
berly: “Overcapacity and its effect 
on margins continues to be a prob- 
lem of perpetual motion.” 

More Motion. In fact, chemical ca- 
pacity is slated to rise appreciably 
This year the industry plans to spend 
some $1.7 billion on new capacity, 
atop the $1.1 billion worth of plant 
completed last year. 

This trend has the industry’s top 
brass clearly worried. “The present 
increase in volume,” sighs Osgood V. 
Tracy, W.R. Grace’s vice president in 
charge of chemicals, “is a long way 
from matching the industry’s capac- 
ity.” Says Allied Chemical’s Comp- 
troller Frank L. Linton: “There is 


| nothing in the wind that would modify 


the cost-price squeeze.” Observes 


| James M. Hait, president of big FMC 


Corp. (formerly Food Machinery & 
Chemical): “There are no signs of 
any price increases in the near future.” 
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What’s in it for you! 


When you see a freight train go by don’t you often 
wonder what’s in it? 


You’d be surprised. If there’s one thing that pro- 
vides a cross-section of America’s way of life, it is the 
freight car. Here you find apples and automobiles, 
bassinets and breakfast foods, carpets and corn, di- 
vans and dishes. But you name them... you use them. 





A major part of Union Pacific’s activity is hauling 
freight. We’ve been doing this for almost a century 
and the years have brought us a high degree of skill. 
Ever conscious of our responsibility, we are con- 
stantly improving our transportation techniques. 


Today’s Union Pacific service is better than at any 
other time in our history. This is true of freight trans- 
portation and of the service we provide for travelers 
—our DOoMELINERS between Chicago or St. Louis 
and the Pacific Coast are proof of this! 


Next time you see a Union Pacific freight roll by 
ask yourself this question: ‘“‘What’s in it...for me?” 
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Chairman of the Board, The White Motor Company 


Robert Black tells 
why he feels the best 


location in the nation 


is better than ever 


“The Cleveland-Northeast Ohio area has al- 
ways been the best location in the nation, and 
today it is better than ever. For one thing, 
many millions of dollars have been spent in 
the past few years improving roads and build- 
ing new highways and freeways to supplement 
the nearby Ohio Turnpike. This complex of 
modern super-highways makes this an ideal 
distribution center for any company con- 
cerned with over-the-road hauls.” 








CORRIDOR OF COMMERCE. Cleveland-Northeast Ohio is within 
500 miles of 75% of America's industries, 60% of the population, 
and no area has better transportation facilities. 


5 MINUTES FROM THE HEART OF CLEVELAND. Burke Lakefront 
Airport is being used increasingly by private and commercial 
aircraft. It supplements busy Cieveland-Hopkins Airport. 


Whatever your needs, whether for 
management headquarters, sites 
for plants, research, distribution or 
warehousing facilities, look to 
Cleveland-Northeast Ohio. For spe- 
cific information, write or call 
Richard L. DeChant, Manager of 
Area Development Department. 


TRANSPORTATION — OUR 2nd 
LARGEST INDUSTRY. One out of 
seven working people in the best 
location is employed in transpor- 
tation—by such leaders in the field 
as The White Motor Company. 


WORK FORCE OF 830,000, and nearly 
three fourths of them are either 
skilled, semi-skilled, managers and 
technical or professionalemployees 
—providing a ready and sizable 
work force for all industries. 


THE CLEVELAND ELECTRIC ILLUMINATING COMPANY SERVING 
Cleveland-Northeast Ohio 


the best location in the nation 
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4UTOS 


THE MIDAS TOUCH 


That rather describes what 

General Motors has these 

days. GM is loaded with cash 
but what good is it all? 


Does ANysBoDY have some good ideas 
on how to put about $1 billion to work 
profitably? If so, Frederic G. Don- 
ner, chairman of General Motors 
Corp.* would be glad to hear from 
him. Currently, General Motors’ 
treasury is all but overflowing with 
cash and government bonds to the 
tune of $1.6 billion. Of this a probable 
$1 billion is surplus cash by any ordi- 
nary standards. 

Donner, for all the acumen and ex- 
perience gathered in a lifetime as a 
financial expert, frankly does not 
seem to know what to do with the 
money. The trouble—if trouble it 
can be called—is that General Motors 
is piling up cash at a faster pace than 
it can be put to work. In 1960, for 
example, General Motors earned $959 
million and piled up another $389 mil- 
lion from depreciation flow. Total 
cash flow: more than $1.3 billion. As 
against this GM paid out about $577 
million in dividends and spent $526 
million on expansion and moderniza- 
tion. Result: a surplus of about $250 
million flowing into GM’s already 
overstuffed working capital account. 

Barely 2%. But why did Donner 
leave the surplus in government 
bonds? They yield less than 2° after 
taxes. General Motors, after all, has 
been accustomed to earning a return 
of 15° to 20° on its money. The 


General Motors Corp. Traded NYSE. Re- 
cent price: 45',. Price range (1961): high, 
4912; low, 405g. Dividend (1960): $2. Indi- 
cated 1961 payout: $2. Earnings per share 
(1960) , $3.35. Total assets: $7.8 billion. Ticker 
symbol GM. 


answer is that General Motors has 
nowhere better to put its money than 
in low-yielding governments. It al- 
ready has all the carmaking capacity 
it needs for the forseeable future. Its 
working capital is, as its bulging cash 
accounts show, more than adequate. 
Hence all that relatively unproductive 
cash. 

Were General Motors an ordinary 
company, Donner’s problem would be 
manageable. He could look around for 
new businesses. Or he could use his 
cash to buy other manufacturing com- 
panies. But GM is no ordinary com- 
pany. Its every move is watched by 
Washington’s eager trustbusters. 

Already pending in the courts are 
Federal suits against GM for alleged 
antitrust violations in the manufacture 
and sale of diesel engines, buses and 
earth-moving equipment. These were 
the fields which GM chose for diversi- 
fication when it first became apparent 
many years ago that it had more 
money than it needed for its auto 
manufacturing operations. At grand 
jury hearings in New York City, 
moreover, the activities of GM's 
financing subsidiary, GMAC, are to be 
scrutinized. Thus, already in trouble 
because of the success of GM’s past 
expansion, Donner clearly cannot risk 
more trouble by undertaking more 
expansion. Especially so when some 
of the more enthusiastic trustbusters 
think that GM’s car manufacturing 
operations themselves ought to be 
broken up. 

Embarrassed Silence. Understand- 
ably, therefore, Donner and the entire 
GM hierarchy are keeping a tight 
silence about their cash hoard. But 
all the while the hoard is getting big- 
ger. Even with GM’s considerably 
reduced first-quarter earnings (65c a 
common share vs. $1.14 last year), the 
corporation’s cash flow was still more 
than adequate to the demands against 
it. During the first three months GM’s 
cash and equivalent rose a further 


CHEVROLET FRAMES START OFF ON ASSEMBLY LINE OPERATION: 
the problem, if that is the word, is $1 billion in cash to spare 
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$37 million (to $479 million in cash 
$1,195 million in government secu- 
rities). And no end to the cash build- 
up is in sight. 

If Fred Donner didn’t have the most 
pressing problem in U.S. industry last 
month, he certainly had one of the 
most embarrassing. 














FOOD 


FATHERS & SONS 


In matters of business policy, 
blood isn’t necessarily thick- 
er than water, or milk. 


WITH worps as sharp as any serpents 
tooth, a top executive of Los Angeles- 
based Carnation Co.* last month pub- 
licly rebuked his boss and quit the 
firm. The executive: E. Hadley 
Stuart Jr., a Carnation vice president. 
The boss: E. Hadley Stuart Sr., Car- 
nation’s board chairman, the 
president's father. 

Speaking quietly but pulling no 
punches, Stuart Jr. complained that 
his 73-year-old father spends months 
at a time away from the office yet 
rules the company with an iron hand, 
insists on making every decision him- 
self. “There is a general feeling of 
fear around the office,” said Stuart Jr 
“Executives are afraid to offer new 
ideas for fear of being criticized by 
my father. They are discouraged.” 

Records & Rebukes. The son’s rebuke 
came after the father had closed the 
books on the best year in Carnation’s 
60-year history. Long the world’s 
largest producer of evaporated milk, 
Carnation ended 1960 with record 
sales ($418 million) and record earn- 
ings ($5.05 per share). To counter 
declining sales trends in evaporated 
milk, Carnation had slowly but steadi- 
ly expanded its fresh milk, ice cream, 
frozen-food lines. The company is nor- 
mally tight-lipped, gives only semi- 


vice 


*Carnation Co. Traded American Stock Ex- 
change. Recent price: 8512. Price range 
(1961): high, 96; low, 65. Dividend (1960) 
$1.50. Indicated 1961 payout: $1.60. Earnings 
per share (1960): $5.05. Total assets: $166.2 
million. Ticker symbol: CMK 


THE STUARTS, SENIOR & JUNIOR: 
the time came when they could agree only to differ 
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CARNATION’S MILK AND ICE CREAM PLANT AT SEATTLE: 


annual reports to stockholders rather 
than customary quarterly reports. 
But prodded by Stuart Jr.’s blast, 
Carnation let it be known that there 
was “no reason” why new sales and 
earnings couldn't be set this year. 
The Junior Stuart, however, in- 
sisted that past & present were one 
thing, the future quite another. “It’s 
poor policy when any company is 
dominated by one individual,” said 
he. “When that one man is almost 
74, what’s going to happen in the 
future?” One particular sore point: 
his father’s “lack of interest” in ex- 
pansion. This, said the son, is partly 
shown in the $20 million in spare cash 


Carnation currently has on_ hand. 
There are better uses for the cash 
than sitting in the bank, said he 


(without offering any specific sug- 
gestions). 








cool feelings, hot words 


His father’s lack of interest in ex- 
pansion, said Stuart Jr., was also 
shown in the random way Carnation 
went about making its mind up. 
“When it came to looking for new 
businesses,” said Stuart Jr., “there 
was never any clear-cut policy. Deals 
would be turned down, but you didn’t 
know why. The door wasn’t closed, 
but it wasn’t open either.” At the age 
of 44, Stuart Jr. did not want to be 
written off as a piqued and thankless 
child. ‘My concern,” said he, “is fo 
the stockholders”—he is an impor- 
tant one—“and for the employees.” 
Then he added, still thinking about 
his father’s age: “A company isn’t one 
man’s life, but many generations.” 

Standing Alone. Chairman Stuart 
Sr., himself the son of Carnation’s 
founder, Elbridge A. Stuart, was evi- 
dently stung by his son’s sharp words 
Discarding his customary indifference 
toward the press and public opinion, 
he issued a brief statement pointing 
to last year’s sales and earnings rec- 
ords as “incompatible” with his son’s 
criticism. President Alfred M. Ghorm- 
ley chose to interpret Stuart Jr.’s 
clucking over $20 million in cash re- 
serves as a compliment. “Having a 
few dollars in the bank,” said he, 
“puts us in a very strong financial 
position.” 

Stuart Jr. claims to have received 
considerable moral support from Car- 
nation clerks and executives who also 
fretted under his father’s rule and 
sympathized with the son’s rebellion. 
But apart from these, the son seemed 
to stand quite alone. Neither of his 
two brothers holding jobs at Carna- 
tion seemed at all uncomfortable 
working for their father. Asked if he 
or his brother Dwight would resign, 
R. Fullerton Stuart simply said: “I 
don’t see why.” 
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New Rockwell-Standard STOPMASTER Brake 


The trend towards increased vehicle weight, horsepower traordinary features of this brake. They include: cooler 
and axle loading is demanding better truck brakes and operating temperatures, longer drum and lining life, 
brake systems . . . new standards for better vehicle con- less weight, faster, surer stops, less maintenance. 

trol, greater saiety and dependability. 


The remarkable new Stopmaster Brake is another 

Now comes the new Rockwell-Standard Stopmaster outstanding product of Rockwell-Standard engineering, 
—an entirely new concept in brakes—to meet these de- research and development... another contribution to 
mands and fulfii: the truck industry’s need for a more the fields Rockwell-Standard serves so well—trans- 
efficient, more dependable brake. Exhaustive road and portation, construction, agriculture, petroleum, general 
laboratory tests have proven the superiority and ex- industry and government. 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products - TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 

SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS +« BOSSERT® STAMPINGS + AERO COMMANDER® AIRCRAFT + AIR-MAZE® 

FILTERS + KERRIGAN® LIGHTING STANDARDS. Plus these other Rockwell-Standard® products: AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING 
LEAF AND COIL SPRINGS + BRAKES + FORGINGS 





/ROCKWELL-STANDARD 


ose CORPORATION 
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Instead of a 
new bike, 


one share of stock 


The work-stained young man is Raymond 
Richmond of Pittsburgh, Pennsylvania. 


He’s a 9th grader at Andrew Mellon 
Junior High, a member of the school’s 
track team, Life scout—and one of Union 
Oil’s over 65,000 share-holders. 


He purchased a share of Union Oil 
stock out of money he earned from baby- 
sitting, washing cars, mowing lawns and 


clearing driveways of snow. 


Ray’s maturity in investing his money 
rather than spending it for a new bike, 
shows unusual good sense. He is learning 
early in life to put his savings to work. His 


parents can be proud of him. 


We're proud that, of all the stocks he 
could have bought, he chose Union Oil. 
We are prouder still of the reason for his 
choice. He liked the fact, Rav’s grand- 
father writes, “that Union Oil in its man- 
agement, operations and outlook is 


American to the core. 


Today, behind EACH of the 8.7 million 
shares of Union Oil stock, there are 
more than 61 barrels of liquid petro- 
leum reserves...more than 463,000 
cubic feet of natural gas reserves... 
large investments in refinery, transpor- 
tation and market facilities... large in- 
vestments, too, in research laboratories. 
So long as we are free to compete 
—while serving the best interest of 
our country and customers—Raymond 
Richmond’s and Union Oil's futures are 
unlimited. 
YOUR COMMENTS INVITED. Write: Chairman 
of the Board, Union Oil Company, Union Oil 
Center, Los Angeles 17, California. 


Union Oil Company er cairoesi 


THE WEST’S MOST EXPERIENCED GASOLINE REFINER 
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A New. New Look 


THESE PAST months my premise has 
been that we are living in a high 
voltage economy. Business activity 
and corporate earning power probably 
will be at record levels this coming 
winter. Simultaneously, we are ex- 
periencing a unique stock market. 
Not only does it enjoy a stronger sup- 
ply-demand relationship than that 
which existed in the past, but com- 
mon stocks rather than Cadillacs are 
the status symbol. Nevertheless, a 
new individual issue perspective was 
likely to develop for there have been 
some errors of omission and com- 
mission. 

In addition, I’ve pointed to the new 
opportunities that will stem from the 
changing-age complexion of our popu- 
lation. Then too, Americans have 
more leisure time and an increasing 
proportion of our national income has 
been spent for services. No less im- 
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portant, America’s 
ability to finance 
its new standard 
of living has been 
steadily improv- 
ing. 

On broad view, 
each of these in- 
terrelated beliefs 
still can be supported. For example, 
the progress report from industry is 
particularly good. The daily business 
news just doesn’t encourage another 
increase in the $300 million America 
spent on tranquilizers last year. 
Matter of fact, the recovery has 
reached a point where it’s releasing 
forces which might even lead to an 
“explosion” later in the year. Sec- 
ondly, the signs at press time that a 
basically unhealthy speculative phase 
is over should tend to convert inter- 
est to the more standard, more prosaic 


cyclical stocks which now are in the 
spotlight by virtue of the business 
recovery. Simply stated, today’s fun- 
damentals point away from the stocks 
with rarified valuations. 

Much as I believe a re-evaluation 
has started in the character of the 
stocks which will be this summer's fa- 
vorites, there will be some individual 
exceptions. Case in point, the unset- 
tled condition in the over-the-counte! 
markets—which is where the stam- 
pede has been least discriminating 
could provide opportunities in such 
interesting stocks as Tuboscope Co 
and Wells-Gardner Electronics. Simi- 
larly, the fact that many of the popu- 
lar growth companies are being newly 
assessed does not mean that all of the 
“momentum-endowed” companies are 
under suspicion. Sure, trouble 
developed in some paradises. A re- 
adjustment is taking place in the 
transistor industry and in the photog- 
raphy field. But there are other dy- 
namic areas such as the fastener field 
(Heli-Coil), the battery field (Gould 
National) and others. 

In other words, there will be con- 


has 
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What kind of investor 
are you?..... 


An impatient man wanted to make a lot of money in a hurry. He wasn’t particu- 
lar what he bought so long as he could visualize a sharp rise in price. Spurred by 
this hope he traded in-and-out of cyclical stocks, undervalued equities and special 
situations. Sometimes he made a lot of money: other times he lost. On balance 
he didn’t make very much at all. 


A thoughtful, unhurried man also wanted to make a lot of money as fast as he 
could. After careful study he decided that he could best do this by investing in 
companies which were compounding their earning power at the highest possible 
rates. He knew that if the earning power of his stocks compounded over the years, 
so would their market price. With this objective in mind, he invested in growth 
stocks. Some of his growth stocks stopped growing, and he sold them. Others 
kept on growing year after year, and a few grew beyond his wildest hopes. On 
balance this man made a lot of money. 


This kind of thing is happening all the time. We don’t even have to look to indi- 
viduals for proof. There’s plenty of proof in the market itself, even in recent 
nionths. Here it is: 





PERCENT CHANGE IN EARNING POWER & MARKET VALUE 


12 Months 1960 


Market 
Value 


5 Months 1961 


Market 
Value 


Earning 
Power 


Earning 
Power 





Dow-Jones Industrial Average — 7% —10% NA 
Investment Trust Average NA — 2% NA 
‘ AMERICA’S FASTEST GROWING COMPANIES + 3% + 32% 


GROWTH STOCKS OWNED BY J.S.H., INC. + 17% + 43% + 7% 


+ 12% 
+ 14% 
+ 24% 
+ 38% 











AMERICA’S FASTEST GROWING COMPANIES is issued monthly and de- 
voted exclusively to the 150 fastest growing companies in the U.S.A. In 40 to 50 
pages of comparative tables, charts, statistics and professional commentary, sub- 
scribers are systematically informed on the progress and prospects of these dy- 
namic companies. Every company is reported upon in every issue and its relative 
standing in the market is objectively measured in terms of its price, earning 
power and growth rate. 


Another unique feature of AFGC is the monthly review and commentary on out 
privately-owned growth stock portfolio. 

If you would like to examine AMERICA’S FASTEST GROWING COM- 
PANIES, review its past record in greater detail and use it on a 3 month trial 
basis, with privilege of cancellation and full refund, fill in and mail form below. 


JOHN S. HEROLD, INC. 


25 Greenwich Ave. ” Greenwich, Conn. 


Please start my 3 month trial subscription to 


“AMERICA’S FASTEST GROWING COMPANIES” 


the monthly service which systematically uncovers the leading growth companies 
and keeps subscribers constantly advised on their progress and prospects. 
(This trial offer extended to new readers only.) 


Street 


City oe haveeteccncese Me 
C) Please send bill for $10.00 (0 Enclosed is check 


(Send payment with your order and we will include free our latest “‘Panograph”—a 
pictorial presentation of relative standing of the 150 stocks covered in AFGC.) 


tinued speculative opportunities in 
the businesses that capitalize on 
changes in the world in which we 
live. There’s constant excitement in 
the “little revolutions” which are 
taking place almost daily. Witness the 
fact that Sears, Roebuck, the nation’s 
largest general merchandiser, is en- 
larging on its traditional role and 
entering the vacation tour and moto: 
club fields. Moreover, this well man- 
aged company is considering many 
other ventures, such as credit cards 
and coin operated laundries. All of 
which means that America is continu- 
ing to spend more money on the 
pursuit of pleasure—and a smalle 
proportion for durable goods. 

The Chinese expression, “One pic- 
ture is worth more than ten thousand 
words,” leads me to offer a few perti- 
nent statistics which are illustrative 
of the beneath-the-surface changes in 
our living habits. For example, not 
only has aggregate family income 
more than doubled since the end of 
World War II, but the distribution 
has changed too; we’re a more affluent 
society. Family incomes _ reached 
some $385 billion last year as com- 
pared with $294 billion in 1955 and 
not quite $185 billion in 1947. Signifi- 
cantly, the families whose annual in- 
come is over $6,000 rose from 41% of 
the total in 1947 and 60% of the total 
in 1955, to 73°. of the total last year 
The families whose income is unde 
$4,000 represented only 11% of the 
total last year as compared with 17° 
of the total in 1955 and 35% of the 
total in 1947. 

These statistics spell opportunities 
for American industry. Eventually 
they will mean renewed interest in 
the types of companies which made 
market headlines last year. But, for 
the moment at least, the issue empha- 
sis will be in other directions. The 
more sophisticated stock buyers now 
have discovered that a good specula- 
tion does not necessarily have to be 
a small business. Sure, the big com- 
panies ordinarily aren’t exciting. But 
they often possess at least some tal- 
ents which can’t be duplicated else- 
where. It’s Minnesota Mining—not 
an Avnet or a Technicolor—that has 
just developed a revolutionary non- 
irritating surgical tape which can be 
pulled off as easily as a glove. 

Illustrative of this thought, I believe 
the weakness in General Motors (now 
45, paying $2) following the Supreme 
Court decision that du Pont must 
divest itself of its GM holdings pre- 
sents a most interesting opportunity to 
establish a long-term position. For 
one thing, General Motors today is 
cheaper in relation to the market as 
a whole than it’s been at any time in 

(CONTINUED ON PAGE 62) 
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OIL STOCKS 


Which May Be Expected to Increase Their Dividends This Year? 


Which are Near the Peak of Their Earnings Recovery? 


Although the Oil Stocks as a group are ranked 
near the top by Value Line for Market Perform- 
ance in the next 12 months—it matters a great 
deal which particular oil stocks you buy or hold 
now and how long you hold them. 

Despite their wide advances to date—ad- 
vances based on solid earnings recovery rather 
than speculators’ hopes—many oil stocks CON- 
TINUE to offer some of the best values to be 
found in the market today. 

It is of first importance, though, to discrim- 
inate between the international oils and the U.S. 
and Canadian companies whose prospects differ 
widely. It is also vitally important to determine 
when the upward momentum of the oil compa- 
nies’ 1960-61 earnings recovery is likely to level 
off. (The Oil Industry’s business cycle traces an 
independent path; its earnings recovery, remem- 
ber, preceded that of most other industries, and 
its own “private” bull market began from an 
extremely depressed level in comparison with 
other stocks.) 

The latest Value Line Oil Report points out 
that new dividend increases by a good number 
of oil stocks will probably sustain investor inter- 
est in oil shares through the remainder of 1961. 
For the remainder of the year, therefore, the 
holder of properly selected oil shares can look 
forward to satisfying performance. 

CAUTION is still the word for other oil 
stocks, however, many of which Value Line 
ranks “Below Average’ for both nearby and 
long-term prospects. 


GUEST SUBSCRIPTION 


With the Guest Subscription offered below, 
we will send you—as a Special Bonus—Value 
Line’s new 94-page Report on 78 selected stocks 
in both the Oil and Natural Gas Industries. 
Among the stocks analyzed in detail are: 


Sun Oil 

Standard Oil (Calif.) 
Texaco, Inc. 
Tidewater Oil 

Shell Oil 

Sinclair Oil 

Lone Star Gas 
Plymouth Oil 
Richfield Oil 

Royal Dutch 
Standard Oil (N.J.) 
Socony-Mobil 


Amerada Petroleum 
Canadian Oil Companies 
Getty Oil 
Kerr-McGee Oil 
Continental Oil 
Equitable Gas 

Cities Service 

Gulf Oil 

Imperial Oil Ltd. 
Ohio Oil 

Pure Oil 

Skelly Oil 


Moreover, in view of what has just taken 
place in the market as a whole, we will also 
send you—as an additional bonus — the new 
Value Line Summary of Advices on 1000 Stocks 
and 50 Special Situations. With this valuable 
guide, being released this week, you can make 
an immediate check of every leading stock you 
are concerned about, as to its probable Market 
Performance in the next 12 months, its Appre- 
ciation Potentiality over the next 3 to 5 years, 
its Quality, and its estimated future Yield. 

And for the special “guest” price of only $5 
you will receive (a) the next 4 Weekly Editions 
of the Value Line Survey with full page reports 
on each of 300 additional stocks, (hb) a new Spe- 
cial Situation Recommendation, (e) four “Espe- 
cially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Selected Stocks to Buy 
and Hold Now (weekly), (f) The Value Line 
Business Forecaster (weekly), (g) “What the 
Mutual Funds Are Buying and Selling,” (h) 
“What Company Officers and Directors Are 
Buying and Selling” (weekly), (i) Weekly Sup- 
plements, (j) four Weekly Summary-Indezes in- 
cluding all changes in rankings to date of publi- 
cation, and (k) Arnold Bernhard’s new book 
“The Evaluation of Common Stocks” (regular 
$3.95 clothbound edition published by Simon 
& Schuster). 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 
Address. 
City ____— Zone _State J 


Send $5 to Dept. FB-179P 


THE VALUE LINE 


INVESTMENT SURVEY 
5 East 44th Street, N. Y. 17, N. Y. 














HOLD) ON 231 
SELL | STOCKS 


Watch Your Step 
in Today’s Market 


ILL YOU CONTINUE ALERT 

to changes that thrust selected 
stocks into market leadership while 
certainother issues decline or lag behind? 
What action should you take now to 
protect your capital to increase 
both your business and investment 
profits in the months ahead? Successful 
investment strategy today calls for the 
prompt sale of vulnerable issues, and 
purchase of selected stocks that offer 
more promising prospects for profit. 


UNITED’s new Report includes 
definite purchase recommendations and 
gives specific Buy-Hold-Sell Advice on 

231 Stocks, including these and other 
active issues: 
Aerejet Gen Crowell Coll 
Amer Airlines Crown Cork 
Am Cyanamid Douglas Airc 
Amer Hesp Dew Chemical 
Am Mach&Fd duPont 
Amer Meters 














Mass Inv Gr 


NY Central 
Penn RR 
Procter &Gamb 
Radic Cerp 
— 

Std Oil Cal 
Std Oil NJ 
Sterling Drug 
Std’baker Pack 
Texace Inc 
United Fruit 
US Steel 


Am Photocopy 

Am Tel & Tel 

Bristol Myers 

Bucyrus Erie 

Burroughs Cp 

Canada Dry 

Carrier Corp 

Chrysler 

Clevite Corp Gen Tel & El 
Collins Radio Gillette C Walter (Jim) 


ete 
United’s New SPECIAL REPORT 
with TRIAL OFFER for $1 


Yes, please send me your new Report: 
‘Buy-Hold-Sell Advice on 231 Stocks’’ 
and the next 4 issues of the UNITED 
Reports on Business and Investments. 
I enclose $1 — Airmail $1.25 — in 
full payment. (This Introductory Be 

open to new readers only.) 


Name 
Address___ 


——— eS 


UNITED BUSINESS SERVICE 
210 Newbury St. Ne Boston 16, Mass. 


—Send for FREE Sample!— 


STOCK INVESTMENT 
& DIVIDEND RECORD 


Now you can keep permanent record of your 
stock purchases, dividends received, gain or 
loss on sales. (Ideal for tax records.) Also 
provides space for entries of current earnings 
(quarterly), price-earnings ratio, estimated price 
Tanges, year’s high and low price, current market 
quotations. All on one page, 8!2”x11", punched 
Each form serves you for a 5-year period on each 
stock. Price 15¢ each, minimum, $3.00. SAMPLE 
COPY FREE on request. Prosper Publishing Co., 
Inc., Dept. F-4, 170 Broadway, New York 38. 











LOOKING FOR A PLANT SITE? 
FOR PROFESSIONAL 
FACTORY LOCATING 

SERVICES 
write, wire or phone J. D. Eppright 


TEXAS POWER & LIGHT CO. Dallas & 
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| Tire & Rubber Co., 


MARKET COMMENT by 


L. O. HOOPER 


The Summer Trend Is UP 


ON THE BASIs of precedent since 1897, 
the chances are better than eight to 
one that there will be a worthwhile 
rally in stocks sometime between the 
middle of June and the end of Sep- 
tember. June lows, since 1897, have 
been recorded as early as June 1 and 
as late as June 30; they have aver- 
aged at about June 10. The subsequent 
highs have been recorded all the way 
from July 1 to September 30 (or 
later) and have averaged about 
August 10. The latest year in which 
there was no really worthwhile rally 
was 1960. Other no-summer-rally 
years have been 1901, 1903, 1911, 1917, 
1920, 1943 and 1948. 

This year the odds on a summer 
rally are increased by the “rest” the 
market enjoyed during most of April 
and May. The chances of a rally are 
further increased by the outlook for 
more spending in the second half year 
than in the first, by evidence of a real 
improvement in business and by the 
gradual improvement in corporate 
profits. To this writer, at least, another 
harbinger of market health is the de- 
clining interest in the “wonder” stocks 
and the greater interest in backward 
conventional equities. 

One group of stocks which should 
do well this summer is the rubbers. 
Most of them are selling well below 
their 1959 highs. Profits are improv- 
ing, due to a greater demand for tires. 
B.F. Goodrich Co. (63) is typical. 
This stock sold as high as 103% in 
1959 and down as low as 45 in 1960. 
Even this year it sold down to 51%. 
Earnings dropped only from $4.18 a 
share in 1959 to $3.33 in 1960. The $2.20 
dividend is regarded as secure. The 
company is spending a lot of money to 
improve profit margins. Tires now are 
only about 45% of sales. Goodyear 
U.S. Rubber Co., 
Firestone Tire & Rubber Co. (consid- 
erable quality) and General Tire & 


| Rubber Co. (seven-tenths of a share 


of Aerojet-General back of every 
share, as well as an interest in A.M. 
Byers) also look interesting. 
Building-industry shares also are in 
greater favor. New housing starts are 


picking up much faster than expected, 
| and the new Administration seems to 


| construction. 


be going all out to stimulate housing 
National Gypsum and 


| U.S. Gypsum provide good solid rep- 
| resentation on sort of an over-all ba- 


| 


sis. Flintkote Co. also offers a wide 
spread of the industry. 

For those who want better than 
average growth in this industry, 


Georgia - Pacific 

Corp. (72) has 

great appeal. This 

is fundamentally 

a lumber compa- 

ny, although it has 

plywood and mi- 

nor paper repre- 

sentation. Cash flow was $6.66 a share 
last year. This stock is the largest 
single holding of the Lazard Fund. 

If there is to be large additional 
spending in the area of national de- 
fense, especially for space items, 
Martin Co., Boeing Airplane Co., Thi- 
okol Chemical Corp., and Aerojet- 
General Corp. (which can be bought 
cheaper indirectly through the pur- 
chase of General Tire) should do 
better. The trouble with defense in- 
dustry stocks is that one never knows 
just how the contracts will be awarded. 

The June issue of the Reader’s Di- 
gest has an informative article on en- 
zymes. In the March 1 issue of Forses, 
this column mentioned that U.S. Vi- 
tamin is doing a great deal of work 
in this challenging new field. From 
time to time there is interest in US. 
Vitamin as a merger candidate. 

There is a much better feeling in 
institutional quarters regarding Dow 
Chemical Co. (80), which is down 
from a high of 100% in 1959. It is felt 
that Dow now is in position to in- 
crease per share earnings more rap- 
idly, perhaps at the rate of 40% or 
more in the fiscal year which began 
June 1. Dow is spending about 5% 
of sales on research and now has a 
capacity to generate sales increases of 
large proportions. It looks like one 
of the more interesting, as well as one 
of the more conservative, high price 
earnings ratio issues. 

American Telephone & Telegraph 
recently sold down to 11634 from a 
high of 130. The company’s approxi- 
mately 2 million stockholders should 
understand the reason. In connection 
with the recent rights offering, it was 
possible for speculators to buy the 
rights, subscribe for the stock with 
rights, and then carry the stock on a 
25% margin instead of a 70% margin. 
The stock, which was up from a low 
of 80 last year to around 130 when 
the rights expired, did not continue 
rising without interruption as the 
speculators had expected. A few of 
them became uneasy and liquidated, 
scaring others who would have to 
put up additional margin somewhere 
around 112 to 115. This is a passing 
situation, but until the technical posi- 
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tion of American Telephone is cor- 
rected by the elimination of some of 
this margin position the issue may 
not do well. I would watch for a 
chance to buy this quality growth 
issue if it gets down around 110-112. 

People are asking what to do about 
General Motors and du Pont in view 
of the tax complications incident to 
the forced distribution of General Mo- 
tors stock by du Pont over a period 
of ten years. Legislation is needed 
to ease the capital gains tax impact 
of this distribution on du Pont holders, 
and it probably will be forthcoming 
eventually. However, there is likely 
to be a “weight of shares” on GM 
for some time. The stock looks good 
for income, but it does not look like 
an issue that can be dynamic in the 
market from the point of price. 

Since du Pont owns about 1.37 
shares of GM for each share of du 
Pont issued, distribution is no small 
matter. One way out, it has been 
suggested, is to distribute the stock 
over a period of ten years in lieu 
of cash, or partly in lieu of cash. But 
even this might put a heavy tax pen- 
alty on the larger high tax bracket 
owners of du Pont if they had to 
sell GM stock to get cash to pay taxes. 

This Supreme Court decision does 
not, to any considerable extent, change 
the fundamental worth of du Pont 
and General Motors, both of which 
are excellent values. What it does do 
is to militate against these two stocks 
selling as high as they should (in re- 
lation to other stocks) in the market. 
My feeling is that investors interested 
in income should keep both issues, but 
that those holders who are impatient 
about capital gains might well switch. 
Parenthetically, it might be said that 
the Supreme Court decision in this 
matter probably was the determining 
factor in preventing the market from 
“following through” after it made new 
highs in the DJI on May 17-22. In 
other words, the Supreme Court de- 
layed the summer rise in the market. 

American Research & Develop- 
ment (36) is down from a high of 
42 this year. This unique venture 
capital company is not, in the lay- 
man’s sense, an investment trust. 
It is a development company which 
supplies management and advice as 
well as funds to “new idea” small ven- 
tures. Among its big successes are 
High Voltage Engineering, Ionics Inc., 
Tracerlab. Of course it has had 
many disappointments, but the spread 
of risks always has worked out well 
on balance. For those who want a real 
“high science” and “new things” com- 
mitment, managed by experienced and 
substantial people who have proven 


imagination, this stock fills the bill | 


better than most of the glamour issues. 
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In Strict Confidence... 


Ever read the Hippocratic oath all the way through? After 
more than 2,000 years, some of it is a bit outdated. But there's 
one sentence that is still held sacred by all doctors—and by mem- 
bers of many other professions and trades as well: 


"W batsoever in my practice or not in my practice 
I shall see or hear amid the lives of men which 
ought not to be noised about, as to this | will keep 
silence, holding such things unfitted to be spoken.” 


Here at Merrill Lynch, that’s how we feel about the private 
affairs of our customers, too. Even when you place an order 


through us, nobody but your account executive knows your iden- 
tity, because all our business is transacted and all our records are 
kept by account number only. Finally, when you write to Research 
for investment help, the information you give us is seen only by 
the people inside our firm whose job it is to help you. 

We believe that you will have confidence in us only as we keep 
confidence with you, and we act accordingly. 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members N.Y. Stock Exchange and other principal Stock and Comm dh ity Exchas 


2ke 


70 PINE STREET, NEW YORK 5, N. Y. 


143 offices in U. 


S.. Canada and abroad 








INCORPORATED 


A mutual fund pas 
for growth possibilities in. 


Electronics 


t Fuels 
Missi fs Suc 
tomic a8) 


tl ites 


and other activities related to 
the energy fields. 


NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 

Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 
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e Dividends paid or compounded 
quarterly and all withdrawals paid 
on demand since our charter was 
granted in 1937 e Corporation, trust 
and other funds accepted e All 
accounts insured to $10,000 by 
Federal Savings & Loan Insurance 
Corp. e Funds received by 10th of 
month earn from Ist e We pay air- 
mail postage both ways. 

For more details, send coupon 
below or write for Brochure No. 122. 
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SAVINGS AND LOAN ASSOCIATION 
225 E. Broadway, Glendale 5, Calif. 


just minutes from the center of Los Angeles 
ASSETS OVER $195 MILLION 

R. M. RIGGLE, Asst. Vice-President 

Please send Brochure No. 122 to: 
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ADDRESS 
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WHY “Insider” stocks often GAIN 100% 


What is an INSIDER? 


EVERY OTHER MONDAY the Staff of the 
Insider Report brings to its subscribers an 
analysis of the personal trading of corporate 
officers and directors in the securities of their 
own companies. 

These Insiders are the presidents, vice-presi- 
dents, controllers and directors of every com- 
pany listed on stock exchanges as well as of 
many unlisted companies. 


What is an INSIDER STOCK? 


When these men buy as much of their own 
company stock as they can afford, it may mean 
important news is about to break in that com- 
pany. Perhaps a stock split. A secret merger. 
A new research development. News that can 
drive that stock up and up. When Insiders hold 
that stock despite the market reactions that 
leave the uninformed investor bewildered, there 
is often good news in store for the holders of 
that stock. 

Only after the Bridwell & Co. Staff’s analysis 
indicates a stock is showing a fully qualified 
trend of INSIDER BUYING is it placed on 
THE INSIDER REPORT ACCUMULATION 
LIST. It has then become an Insider Stock— 
but it is not yet a recommended buy or hold 
stock. 

Only a continuing study of the reasons behind 
the Insider Buying in that stock can give the 
answer as to whether to buy or not to buy. 

Of course, even the Insiders can be wrong 
but year after year stocks accumulated by the 
Insiders move up more rapidly than other stocks 
by approximately 100% to 300%. 


Here’s how it PAYS TO INVEST 
with the INSIDERS: 


Let's take a look at a typical example of how 
Insider buying precedes a stock rise. As far back 
as 1957, when their stock was limping along be- 
tween 10 and 15, officers of Crown Cork & Seal 
(the Insiders in Crown Cork & Seal) began a 
heavy buying program in their own stock. You 
will note when the stock fell in the 1957 recession 
they stepped up their buying. Again last fall 
when the stock fell from a high of 40 to below 
30 they ADDED to their holdings. Thus, while the 
stock climbed they continued to ADD to their 
holdings. As this is written, THE STOCK IS OVER 
80. This handsome appreciation of their holdings 
wasn’t due to luck or guesswork. It is an example 
of how inside information helps take the guess- 
work out of investing. 


The consistent pattern of Insider trading is well 
illustrated by many similar examples in the files 
of Bridwell & Co. showing the close correlation 
between the monthly accumulation of a stock by 
Insiders and the rise in market value of that stock. 








Can you tell 


WHICH 24 OF THESE 41 STOCKS INSIDERS 
ARE BUYING and which 17 they're selling ? 


Here are 41 leading stocks: Insiders—the major executives of these com- 
panies—have been buying 24 for a year or more; and the management of 
17 of these companies have been selling their own company stock. Can you 
tell which 24 are being bought and which 17 are being sold? Make your list 
of Buy or Sell—then send for the Insider Report with the Insider Facts. 
You may have the surprise of a lifetime! 


ALL-STATE PROPERTIES 
ALUMINIUM LTD. 
AMERICAN MOTORS 
AMPHENOL BORG 
BRUNSWICK CORP. 
BURLINGTON IND. 
CERTAIN-TEED 

CLARK EQUIPMENT 
COMMERCIAL SOLVENTS 
CORN PRODUCTS 
CROWN CORK & SEAL 
DIAMOND NATIONAL 
EASTERN GAS & FUEL 
EL PASO NATURAL GAS 
ELECTRO SCIENCE 
FAMILY FINANCE 
FRUEHAUF TRAILER 
GENERAL INSTRUMENT 
GENERAL MOTORS 
GEN. PRECISION EQUIP. 
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HAZEL BISHOP 

HERTZ CORP. 

HEYDEN NEWPORT 
1.B.M. 

KERR McGEE OIL 
LING-TEMCO ELECTR’ICS 
LITTON INDUSTRIES 
LONE STAR GAS 
MICHIGAN CHEMICAL 
MICROWAVE ASSOC. 
MID-WEST TECH. DEVEL. 
MISSOURI PUB. SER. 
OLIN MATHIESON 
PAN AMERICAN AIR 
PERFECT PHOTO 

SAN DIEGO IMPERIAL 
SEEBURG CORP. 
TEXAS INSTRUMENTS 
TXL OIL 

VA. CAROLINA CHEM. 
VENDO CO. 
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CROWN CORK AND SEAL imsider buying 


NUMBER OF SHARES 
ACCUMULATED BY INSIDERS 
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| STOCK PRICE RANGE 
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STOCK PRICE RANGE 


Now, here’s a good question. Does the fact that stocks like this are recommended and 
analyzed by the Insider Report mean that the Staff of Bridwell & Co. is smart? 


Not necessarily. It means that INSIDERS are smart. Bridwell & Co. bring you the facts 
and their expert interpretation of the facts of Insider buying and selling. 
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Consider these 


3 CASE HISTORIES 


from "24 Stocks the Insiders 
are Buying”: 


No. 1 The president of this rejuvenated com- 
pany owns 147,464 shares and is repeatedly buy- 
ing more. He has concrete plans to make this the 
No. 1 company in the dynamic vending industry 
This stock could still Double in value within the 
next 6 months. 


No. 2 During the past six months several Insiders 
have accumulated 16,300 shares of this relatively 
small manufacturer in the defense and entertain- 
ment electronic field. This is a low-priced stock 
with a high-priced future. 


No. 3 In recent months Insiders of this sub- 
divider and builder of shell homes bought over 
60,000 shares on the open market bringing their 
stake in the company up to 698,253 shares. Our 
Upside Objective is far above the current market. 





to 300% more than other stocks 


Can you still PROFIT from the STRONGEST BULL MARKET in years? 


Bridwell & Co.’s Staff has no crystal 
ball. They employ no _ star-gazers. 
They deal in concrete facts. When the 
company officials who know their 
company best—-THE INSIDERS—put 
their cash where their job is, it’s im- 
portant news to every investor. One 
thing it can indicate is an upward 
earnings trend—and if there is an 
improvement in company earnings, 
these company men know these facts 
first. 

When you place your funds in the 
stocks that Insiders are buying most 
heavily you don’t have to forecast the 
day-by-day future of the market. The 
answer to the question above is this: 
“THE INSIDERS IN CERTAIN COMPANIES 
ARE CONTINUING TO BUY THEIR OWN 
STOCKS HEAVILY.” 


Does that mean you invest in all of 
these stocks or that an investment in 
any of them is a “sure thing?” Not 
necessarily. Of some 50 to 60 stocks 
analyzed each issue, the Insider Re- 
port may add one or two after con- 
tinuing study has shown why the In- 
siders are buying. 


If you're tired of trying to wade through sheaves of gobbledegook financial comment, charts and statistics . . 


Do Insiders Buy Both CONSERVATIVE 
And SPECULATIVE Stocks? 


Each of the company officials whose pur- 
chases are analyzed in the Insider Re- 
port is an Insider only in his own com- 
pany. He, with his inside information, 
considers his company stock a conserva- 
tive investment. As you become intimate 
with Insider trading, you'll have at your 
fingertips the entire field of Insider Trad- 
ing. Through the Bridwell & Co. Staff, 
you'll see in each report why certain In- 
sider stocks must be considered frankly 
speculative despite the Insider buying 
pattern. 


Here’s How The Current Report 
Breaks Down Insider Trading: 


In the current issue, just 12 Conservative stocks 
are listed for BUY or HOLD in the 
INSIDER INVESTMENT ACCOUNT. 


report's 


Bridwell & Co. does not make comparisons of 
any kind to show you how superbly this 12 stock 
account has fared. You will find in your guest 
subscription the cost price of each and every 
recommendation. After studying the Insider In- 
vestment Account, you'll see at once why it pays 
to invest with the Insiders. 


In Addition: In the Current Report 


Rodger W. Bridwell & Staff analyze and list 12 
additional stocks the Insiders are accumulating 
which the Staff considers FRANKLY SPECULATIVE. 


These include two stocks SELLING UNDER 10; 
two stocks selling for 20 or under . AND 
INSIDER BUYING IS HEAVIER THAN EVER IN 
ALL FOUR OF THESE STOCKS. 


Each issue brings you Rodger 
W. Bridwell's cool expert 
analysis of INSIDER TRADING 
in over 50 stocks. 


Rodger W. Bridwell has been a feature writ- 
er for leading financial publications on In- 
sider Trading for many years. Each issue 
brings you his expert analysis of Insider 
buying and holdings in their own company 
stocks. Through his Staff you learn what 
the president of your favorite company 
thinks of his own company’s stocks. You 
see what the men on the firing line know 
of that company; the vice-president in 
charge of sales—of research—of financial 
controls—the men who know most about 
a company. Do these men think that their 
own stock is a good buy today? 


Are they buying and holding for the future 
rises that will leave the hopelessly unin- 
formed general public still looking for the 
key while the horse is half way around th« 
track? Only a few of the 50 or more stocks 
analyzed in each issue of the Insider Re 
port are recommended buys. Bridwell’s salty 
analysis of public favorites that the In 
siders are quietly selling as fast as they 
can unload will help keep you on the inside 
looking out while the axe falls on those who 
were on the outside looking in. And perhaps 
the most important thing you'll get with 
your Insider Report is a new confidence in 
your judgment that can only come when you 
are secure in the knowledge you are buying 
with the Insiders, not against them. 


. if you'd like to know 


the facts that have governed astute stock market traders for many years (example: Bernard Baruch, one of the great stock market 
speculators of all times, interviewed and appraised Insider ability and holdings in any company before he invested in it). If you 


would like to know just what company officials think of your favorites 


.. . you'll get these answers in the Insider Report. Probably 


the best dollar you've ever invested in the stock market will be your current copy of the Insider Report, including 24 stocks the 


Insiders are buying right now! 


If it isn’t, Rodger Bridwell and the Staff of the Insider will gladly refund your money. 
If the Insider Report is what you've been looking for, it will be the piece of mail you await most eagerly, every other Monday. Today 


thousands of investors all over the world won't make a move in the stock market, whatever the climate on the outside . . 


the Insider Report tells them just what's going on in The Inside. 


The Most Important Dollar You've Ever Invested in the Stock Market 


SEND $1. FOR CURRENT COPY OF THE INSIDER REPORT FP SP SP Ge GS GS 6S 6S 68 68 6 6 6 Ge 


In your INSIDER REPORT 
you'll receive “24 STOCKS 
INSIDERS ARE BUYING” 


(12 INSIDER INVESTMENT 
STOCKS and 


12 INSIDER SPECULATIVE 
STOCKS) 

17 LEADING STOCKS IN- 
SIDERS ARE SELLING and 
24 ADDED INSIDER STOCKS 
the Insiders have been ac- 
cumulating for a year or 
longer. 


THE 


INSIDER 
REPORT® 


| Bridwell & Co. 


. until 


P.O. Box 5067, Dept. 502 
Stanford, Palo Alto, California 


1 enclose $1.00. Please send my current copy of the Insider Report with 
12 INSIDER INVESTMENT STOCKS, 12 INSIDER SPECULATIVE STOCKS 


plus 24 added Stocks Insiders have been accumulating 
Stocks Insiders are selling. 


Nome 
Address 


City 


VIA AIR MAIL 


and 17 Leading 
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CURRENT RATE 
ON INSURED SAVINGS 
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Earnings paid or compounded quarterly 
Southern California 's oldest, 
one of the nation's largest savings 
and loan associations 
sinatnetisialiptiieiitann 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and ] 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 180 Million Dollars 


Best Place To Save Since 1885 


Convenient postage -free mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


— 


What Alternative? 


It is general knowledge that common 


| Stocks are anything but cheap. Tak- 
| ing the comprehensive Standard & 


Poor’s “500” index, the average stock 
is presently selling for more than 20 
times earnings and provides a divi- 
dend return of barely 2.9%. The 
price/earnings ratio is extraordinarily 
high by any yardstick and, with high- 
grade corporate bonds almost going 
begging on a 45g% yield basis, it is 
painfully obvious that stocks are 
hopelessly outclassed as producers of 
income. What, then, makes people 
buy stocks? Why is there such a 
persistent investment demand for 
equity securities that buyers know- 
ingly and willingly ignore high prices 
and low yields and keep on buying 
and pushing prices to even higher 
levels? 

The answer, it seems to me, is the 
double-barreled effect of the combi- 
nation of hope and fear: hope that 
the business recovery now underway 
will continue for at least a year or 
two and result in bigger profits and 
higher dividends; fear that the poli- 
cies of the Kennedy Administration 
will be inflationary and lead to further 
depreciation of the dollar. 

Investors know that they do not 
have an easy choice at this stage—if, 
indeed, there is a choice. Sure, stock 
prices are high, very high. But what 
is the alternative? Most people al- 
ready have a substantial portion of 
their savings and reserves in “dollar” 
assets—in life insurance, Social Se- 
curity, bank deposits and the like— 
which promise nothing but to pay off 
in dollars at some future date, what- 
ever they may be worth then. It is a 
prudent desire to guard against the 
possibility, or probability, that the 
dollar’s buying power will continue 
to shrink, just as it has done, year 


| after year, for nearly 25 years. So, 


faute de mieux, as the French say, 
people will have to buy stocks; at 
least stocks give them a reasonably 
fair chance. 

The chances, as a matter of fact, are 
not too bad despite the high price 
level. The business recovery, which 
arrived on schedule and _ without 
prodding, is 
showing signs of growing vigor. Be- 


| fore long the industrial production 


index will surpass its previous all- 
time high and corporate profits should 
respond quickly. Earnings in 1961 
may not show much of a gain over 


| last year, but the rate of earnings is 


virtually certain to be appreciably 


higher during the 

second half. Year- 

to-year compari- 

sons are bound to 

become _increas- 

ingly favorable. 

The expanding 

phase of the busi- 

ness cycle should extend well 
1962, barring unforeseeable 
and the implications for 
profits are self-evident. 

In addition, the Kennedy Adminis- 
tration, endeavoring to live up to its 
campaign promises to accelerate eco- 
nomic growth and to reduce “hard- 
core” unemployment, seems bent on 
further stimulation of the economy 
by superimposing a liberal spending 
program on a normal business recov- 
ery. The wisdom of this policy may 
be debatable, but there can be little 
doubt that the risk of appreciably 
greater inflation will increase if a 
growing budget deficit coincides with 
a prospering economy. It is not nec- 
essary to become deeply involved in 
economic theory or practical politics 
to conclude that an investment in 
common stocks, despite many valid 
reservations, may prove to be a sen- 
sible solution—or at least the mino 
evil—for the time being. 

Selection, as always, remains of ut- 
most importance and investors will 
find it difficult to decide whether to 
look for bargains among the relatively 
depressed stocks or to take the bull 
by the horns and pay the premium 
price for a favored growth stock. 

Conspicuous in the former category 
are the two major automobile stocks, 
General Motors and Ford, both oi 
which suffered a sharp setback last 
month after climbing to new recovery 
highs. The prospect of some $3 billion 
worth of GM stock, presently held by 
du Pont, coming onto the market may 
indeed be considered a formidable 
depressant. Yet, viewed objectively, 
the picture is not so glum. If a com- 
pany’s prospects are favorable and the 
stock is undervalued relative to the 
rest of the market for stocks of com- 
parable quality, investment funds will 
flow towards the underpriced stock. 
The amount involved is huge, to be 
sure, but, first of all, it won’t come 
in one single offering and second, we 
should not underestimate the ability 
of our market to absorb very large 
blocks of stock. Remember, only a 
short while ago the investing public 
took up nearly $1 billion of American 
Telephone stock and its price went 


into 
events, 
corporate 
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up more than 10% during the sub- 
scription period. GM in the low 40s 
is a good investment buy regardless 
of the manner in which du Pont will 
eventually divest itself of its holdings. 

The same applies to Ford, which 
also sold off sharply when the in- 
tended sale of 2.78 million shares by 
the Ford Foundation became known. 
As a matter of fact, ence this distribu- 
tion is out of the way, the stock may 
do well, especially if a rumored stock 
split should materialize. 

The venturesome investor, however, 
will prefer to look for the hidden 
values rather than the more apparent 
bargains. Any company that com- 
bines proven management, sound fi- 
nances, significant growth and an 
important position within its chosen 
field is deserving of the investor’s 
attention, providing the stock is not 
selling at an unreasonable price in 
relation to realistic earnings poten- 
tialities. It seems to me that Standard 
Kollsman Industries (50) meets these 
requirements. 

The company has not only shown 
impressive growth in sales and earn- 
ings since its reorganization and re- 
juvenation in 1956, but it has also 
attained prominence in its major 
fields of endeavor. Kollsman Instru- 
ment Corp., the principal subsidiary 
is one of the leaders in aero-space 
navigational instruments for aircraft, 
missiles, satellites and nuclear sub- 
marines. Practically everything that 
flies carries a Kollsman instrument. 

In the manufacture of television 
tuners, a key component in TV sets, 
Standard Kollsman holds an excep- 
tionally strong position, accounting 
for 40% of all TV tuners produced. 
This division represents about 25% of 
consolidated sales. The company’s 
other activities include automobile ac- 
cessories and electrical household 
appliances. 

All this added up to sales of over 
$95 million last year. While the pre- 
tax profit margin of 8.1% may not 
seem spectacular, the results are im- 
pressive by comparison with prior 
years, particularly if allowance is 
made for research and development 
expenses of over $5.5 million in 1960. 
Capitalization is reasonable, with 
2.1 million common shares preceded by 


a moderate long-term debt of $4.9 


million. Per-share :earnings have 
jumped from 27c in 1958 to 73c in 1959 
and $1.66 in 1960. This year’s earn- 
ings bid fair to exceed $2 a share and 
might reach $2.25. A price/earnings 
ratio of 22 to 25 times for this growth 
company does not seem excessive 
under present conditions. Standard 
Kollsman does not pay cash divi- 
dends; stock dividends of 3% have 
been paid in both 1960 and 1961. 


Forbes, JUNE 15, 1961 








WHAT IS A 
POINT & FIGURE CHART? 


A point- -and-figure chart is “one-dimen- 
sional"—it records price changes in rela- 
tion to previous price changes. No other 
element is taken into consideration in its 
construction. A bar chart, on the other 
hand, is “two-dimensional’’—it records 
price changes not in relation to previous 
ce changes but in relation to time. 

hus ding -and-figure charts are classified 
according to the — units they deal 
with, viz., 42-point, 1-point, 3-point charts. 
etc.; bar charts, however, are classified ac- 
cordi ng to the time periods they deal with, 


viz., daily, weekly, monthly charts, etc 

It is this uniqueness of the point-and- 
figure chart that makes it so valuable a 
tool in investing and trading. It is a con- 
cise picture of price action. And price 
action is ultimately the only objective 
measure of the subjective opinions of 
buyers and sellers of what a particular 
stock is worth. 

No matter what other factors you study 
and weigh, it is important that you consult 
a Point-and-Figure Chart as well. It will 
help you to avoid many grave mistakes 


HOW THE CHARTCRAFT METHOD CAN HELP YOU 


Chartcraft, the largest Point-and-Figure service in the country, has given 14 years of 
uninterrupted service to the technician and trader through Point-and-Figure charts 
Chartcraft publishes 4 advisory services based on the principles and techniques of 


interpreting point-and-figure charts. 


Practically all stocks have substantial moves at one time or another. Fluctuation in 


price is as true of a “blue chip” as of a “cat and dog.” 


No stock goes up in price of its 


own accord. Before a stock goes up it generally goes through a period of accumulation 


by “insiders.”’ It is passing from * 


Before a stock drops in price, it usually 
same “insiders.” 


‘weak hands” into 
greater than supply and the upward move is on its way. 


oes through a period of distribution by the 


‘It is passing from “strong hands” into “weak hands.’ 


‘strong hands” until demand is 


When support is 


withdrawn, supply overcomes demand and the panicky downward move is on. The 
technician is concerned with the right time to buy and the right time to sell short. He 
attempts to determine the moment when either supply or demand has taken control of 
the situation. He is an ‘“‘outsider’’ making use of various techniques to determine what 


the “insiders” are doing. 


Send $10 today for your Six-Week Trial Subscription to on 
Chartcraft Services listed below—and receive the Chartcr 


1—Chartcraft NYSE Service 


A weekly service covering over 500 stocks 
traded on the New York Stock Exchange 
supplies you with the price changes necessary 
for the maintaining of your own charts, if you 
should choose to keep charts—gives you the 
buy and sell signals, the stoploss points and the 
rice objectives—recommends a Stock of the 
Veek and other trades which are outstanding 
in the opinion of the editors, illustrated by 
actual Point and Figure Charts. SIX WEEK 
TRIAL SUBSCRIPTION ONLY $10 


3—Chartcraft OTC Service 


A weekly service covering over 300 of the most 
active stocks traded over-the-counter. Here is 
your opportunity to get in on the ground floor 
of the ‘‘blue chips of tomorrow.”’ Since many 
of these stocks have so few shares outstanding 
and are not well known, the profit potential is 
unlimited with the wide moves they seem to 
have. You get a Stock of the Week, selected 
aa a ae and buy and sell signals 

report. a , Venn TRIAL SUB- 
SCRIPTION ONLY 


CHARTCRAFT, INC., DEPT. F-27 
(A Division of Business Reports) 
1 West Avenue, Larchmont, N. Y. 


Gentlemen: 


I am interested in learning more about the Chartcraft Method of Point and Figure 
Please send me the items checked below for which I am enclosing $ 


one of the 
Book FREE. 


2—Chartcraft ASE Service 


A weekly service covering over 300 stocks 
traded on the American Stock Exchange—this 
is the largest technical service devoted exrclu- 
sively to the “‘smaller’’ board—applies the 
Chartcraft techni to lower priced stocks 
where gains can te phenomenal percentage 
wise—gives you the buy signals, sell signals, 
stoploss points and price objectives-—features a 
Stock of the Week and other.recommendations 
illustrated by actual Point and Figure Charts 
SIX WEEK TRIAL SUBSCRIPTION ONLY $10 


4—Chartcraft Commodity Service 


A weekly service covering the most popular 
commodities—wheat, corn, oats, rye, soybeans 
soybean meal, lard, cottonseed oil, sugar, eggs 
coffee, cocoa, wool, cotton, copper, potatoes 
gives the buy, sell, stoploss points and price 
objectives—-weekly recordable price changes 
supplied on each commodity. Each issue also 
features a Commodity of the Week—an out 
standing trading opportunity in the opinion of 
the Chartcraft editors. SIX WEEK TRIAL 
SUBSCRIPTION ONLY $10 





NOTE! The Chartcraft 
Method book is free with 
any trial subscription. 
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-) Chartcraft NYSE Service—6 Week Trial. . 

-) Chartcraft ASE Service—6 Week Trial. 

[) Chartcraft OTC Service—6 Week Trial. 7 
[] Chartcraft Commodity Service—6 Week Trial. 
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BEFORE THE STOCK MARKET REACTS 


learn of 
REVOLUTIONARY 
NEW PRODUCTS 


. Now being perfected by listed and OTC companies 
before earnings are affected. WRITE TODAY for free 
brechure describing this unique service. 

SCIENTIFIC REPORTER 


Drawer 245A, Cambridge, Maryland 











DOW THEORY LETTERS 


by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochure explain- 


ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 














BUYING OPPORTUNITIES 
IN STOCKS OF CAPITAL 
EQUIPMENT MAKERS 


The present signs of general 
economic recovery point to greatly 
improved prospects for machinery 
and equipment stocks during the 
next year. Growing demand for 
automation and modernization en- 


for many equipment makers now 
benefiting by wider operating mar- 
gins and rising profits. The outlook 
may be further strengthened by 


proposed legislation to liberalize | 


the tax treatment of depreciation 
on new equipment. 


15 STOCKS RECOMMENDED 


Goodbody & Co.’s latest Monthly 
Letter recommends the stocks of 15 
leading manufacturers in various 
segments of the capital equipment 
industry. It includes a summary of 
the sales opportunities in 11 of the 
industry's major markets, and pre- 
sents ten-year figures of capital ex- 
penditures by American industry. 

Our Letter also includes a con- 
tinuously-reviewed list of over 150 
favored stocks in other groups, with 
price, yield, dividend and 1959 and 
estimated 1960 earnings on each. 
For your free copy of this Letter, 
now available to investors, simply 
mail the coupon below. 


GOODBODY & CO. 


ESTABLISHED 1891 


MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 


Our 70th Anniversary Year 
2 BROADWAY. NEW YORK 4 
OFFICES IN 40 CITIES 


Please send me without cost your 
Monthly Letter FJ-15. Please Print. 


NAME 








INVESTMENT POINTERS 


Three To Go 


ANTITRUST accusations and investiga- 
tions as well as international uncer- 
tainties undoubtedly will remain with 
us for an indefinite period. Nonethe- 
less, as predicted here, the Dow-Jones 
industrial average recently reached an 
all-time closing high of 705.96 and 
appears to be headed substantially 
higher over the long term. 

As suggested in my previous col- 
umn, there are numerous companies 
which have not been overboomed to 


, | date and which still offer attractive 
hances the brighter sales prospects | 


values. In this connection, I call at- 
tention to Hussmann Refrigerator 
Co., McGraw-Edison Co. and Mon- 
santo Chemical Co. 

Hussmann Refrigerator, incorpo- 
rated in 1929 and recommended here 
many years ago, is the largest manu- 
facturer and distributor of commer- 
cial refrigerators, refrigerator count- 
ers and market coolers, low temper- 
ature display cases, display shelving, 
check-out counters, refrigerator 
equipment (including compressors 
and coils) and a complete line of food 
store equipment. It is believed the 
company produces one-third of the 
total market. 

Domestic distribution is through 
wholly owned Hussmann Refrigera- 
tion, Inc., with branch sales offices 
and independent distributors located 
throughout the U.S. and Canada. In 
addition, several foreign firms pro- 
duce the company’s commercial re- 


by J. DONALD GOODWIN 


frigerators abroad. 

Plants are oper- 

ated in St. Louis 

and Haddonfield, 

N.J. Capitaliza- 

tion is reasonably 

small, consisting 

of $2.5 million in 

long-term debt 

and 1.3 million shares of common 
stock. Finances are strong, with a 
current ratio of 3.6 to 1 and a work- 
ing capital of $12.5 million. As of 
the end of 1960, book value per share 
amounted to $15.42. 

Sales last year were $38.8 million, 
slightly below the 1959 record of $40.6 
million. A moderate improvement is 
anticipated in 1961. Net sales have 
risen steadily since 1950 (having 
nearly doubled during that period), 
indicating a favorable growth pattern 
which should continue during the 
present decade. Replacement demand 
and a rising level of installment sales 
in future years should prove to be 
an important contributor to earnings. 
Earnings last year were $1.70 per 
share vs. $2.15 in 1959. However, 
1961 results are expected to show 
improvement. Indicated annual divi- 
dend, $1 plus 2% in stock. A divi- 
dend has been paid each year since 
1936. 

The stock has held in a narrow 
range between 18 and 20 since Janu- 
ary of this year and appears to be 
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UNITED GAS 


CORPORATION 


SHREVEPORT, LOUISIANA 


Dividend Notice 


The Board of Directors 
has this date declared a 
dividend of thirty-seven 
and one-half cents (37 %¢) 
per share on the Common 
Stock of the Corporation, 
payable July 1, 1961, 
to stockholders of record 
at the close of business on 
June 9, 1961. 


B. M. Byrp 


May 23, 1961 Secretary 


Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 


Them. 
FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-88. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway °* New York 38, N. Y. 


1961 MUTUAL FUND 
BUYING GUIDE 


yours FREE as a special bonus 


FundScope, the mutual fund magazine presents 
its annual buying guide to mutual funds. This 
guide shows at a glance which funds have per- 
formed best during the past 5, 10 and 15 years .. 
for capital gains, for dividends, for safety. Pac ked 
with factual data and money savings suggestions, 
it provides all the basic information necessary to 
show which fund is best for you. This outstanding 
uide is a free bonus to new trial subscribers of 
rundScope. 

LIMITED PRINTING. SEND JUST $2 today for 
a 3 month trial to FundScope, and receive free the 
bonus 1961 Mutual Fund Buying Guide. FundScope 
does not sell mutual funds. No salesman will call. 


FundScope, Dept. F-4 


470 S. San Vicente Bivd. 
Los Angeles 46, Calif. 


“Word of Mouth’ 


Most new subscribers come to us that way . . . For 
© non-peripatetic opproach toward capital building, 
getting better income, avail yourself of these pene- 
trating weekly advisory letters. SPECIAL OFFER: 
8 weeks trial, just $2. Clip this ad. Mail today. 


THE BUCK INVESTMENT LETTER 
P. O. Box 306 Danville, California 
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establishing a base from which a 
“breakout” on the upside could occur 
momentarily. Purchases for long- 
term appreciation ought to work out 
favorably. Recent price, 19; range 
since 1959, 23-16. 

McGraw-Edison Co. has not been 
a particularly exciting or popular 
stock for some years. Upon closer 
look, however, one can see an excel- 
lent record of sales during the last 
ten years—from $80.3 million to $344 
million; an extremely strong balance 
sheet, with working capital of $112.8 
million or $17.50 per share; and a 
fairly solid level of earnings (actually 
above those of General Electric and 
Westinghouse last year). Now sell- 
ing around 37, vs. a 1959 high of 48 
and a low of 28 reached last year, 
the stock appears to offer much prom- 
ise for long-term capital appreciation 
plus moderate income. Current in- 
dicated annual dividend is $1.40, which 
could be increased. A continuous pay- 
ment has been made each year since 
1934. 

The company, formerly known as 
McGraw Electric, is a leading manu- 
facturer of a wide line of electrical 
equipment, such as transmission and 
distribution equipment, transformers, 
batteries, dictation equipment, air con- 
ditioners, laundry equipment, toasters 
and other small household appli- 
ances. I am sure readers are familiar 
with the company’s popular Toast- 
master, the Edison Voice-Writer and 
Tropic-Air air conditioner. Roughly 
50% of total sales are made to the 
electric utility industry. 

McGraw-Edisonacquiredthe Ameri- 
can Laundry Machinery Co. in Sep- 
tember 1960, thus giving the com- 
pany an important position in the 
commercial laundry and dry clean- 
ing equipment fields. In recent years 
McGraw-Edison has also acquired 
Speed Queen Corp., Thomas A. Edi- 
son, Inc. and National Electric Coil, 
all of which have added importantly 
to volume and which are expected to 
contribute favorably to future earn- 
ings. 

Earnings last year were $2.51 per 
share vs. $2.96 per share in 1959 and 
are not expected to show any im- 
provement in 1961. In fact, the com- 
pany’s president recently stated that 
he thought earnings this year would 
“fall somewhat below the level of a 
year ago.” On a long-term basis, 
however, as a result of the recent 
aggressive acquisition program plus 
the introduction of new products, 
earnings should show important gains. 
In this connection, a new product 


called “Rapidial,” an automatic tele- 
phone dialing device, could prove to | 


be a “real winner” in due time. 
(CONTINUED ON PAGE 64) 


310 STOCK CHARTS 


showing daily action 


(each chart also shows 
“200-day moving average”) 


all for only $5 $5 


The best chart value of all. You get one com- 
plete set of 310 separate line charts—one chart 
for each of the stocks listed below. Each chart 
shows daily high, low, close and volume for a 
charted period of app. eight months and is 
*up-to-date. (Each chart also shows a “200- 
day moving average” line.) 

ACF -Wrig Colo F ir 
Ad Millis ces 
Addressog Comb Eng 
Air Reduc Com! Sol 
Allied Ch Com ptomet 
Allis Chal Cont Bak 
Alum Ltd Cont Can 
Corn Pd 
Corning G 


tat Nick Proet & G 
int Paper RCA 
int Rectif Rayonier 
int Resist 
int Ta&aT 
Johns Man 
Jones & L 
Kaiser Al Reyn Met 
Kays Roth Reyn Tob 
Kennecott Rheem 
Kerr McGee Rich Merrell! 
Korvette sag y 
ohr Aire 
an Royal Duteh 
Lily Tulip Safeway St 
Ling Temco St Regis Pa 


Rexall Or 


jcoa 

Amerada Pet 
Creole Pet 
Crowet!-C 
Crue Sti 
Cubie Corp 
Curt Wr 
Daystrom 
Deeca Ree 


eere 
Detroit St! 
Diners Ci 
Disney 
Douglas 

Am Tel & Tel Dow Chem 

Am Tob Dow Jones Av 

Dresser 


Lione 
Litton Ind 
Lockheed 
Lone S Cem 
Loral Elec 
Lorillard 
Lukens Sti 
Mack Trk 
Magma Cp Smith Cor 
Magnavox Secony 
Marquardt Sou Pac 
Martin Co 
MCA Ine 
McCrory Strs 
McDonn'! Air 
Mead John 
Merck 
Mergen L 
Mesabi Iron 
MGM 





Am Viscose 
AMP ine 
Ampex 
Anaconda 
Anken Chem 
Ark La Gas 
Armco St! 
Armour 
Atchison 
Atl Refin 
Atl Research 
Audio Dev 
Aute Cant 


DuBois Chem 
DuPont 
Dynamics Am 


Sperry Ra 
Spiegel 
sours D 
ta& P Av 
Sta Kolls 
Std Oil Cal 
Std O11 NJ 
Std Pk 
Ster! Drug 
Stevens J P 
Stud Pack 
Swift & Co 
Technicolor 
Tech Mater 
Tenn Corp 
Tenn Gas 


Fairch Cam 
erre Cp 

Fibre Pap 

Firestone 

Fst Chart Fin 

F lintkote 

FilaPL 


Sd Steel 


obbie Bks 
oe Gen Dynam 
Gen Elec 
Gen Foods 
Gen Instru 
Gen Mot 

Gen Plywd 
Gen Tel & El 
Gen Time 
Gen Tire 

Ga Pac 
Getty Oi! 
Gillette 


Transitron 
TAL OW 
Underwood 
Un Bag CP 
Un Carbide 
Unit Aire 
Unit Airt 
Unit Fruit 
U S$ Borax 
U S Freight 
b 8 elrren 
Olin Math ywoo 
ae ad U S Rubber 
Grace U & Steel 
GtAaP Univ Mateh 
Gulf Oi Univ O11 P 
Harris Int Upjenn 
Chi Preu Haveg Varian As 
Chock F N Heli Coil Vendo Co 
Chromalley Hertz Vineo 
Chrysler Hewlett Pk Pepsi Cola Wn Bancorp 
Cinerama Hoff Elect Perfect Phote Western Un 
Cit Fin Howe Snd Pfizer West A Bk 
Cities Sv Hupp Cop Phil & Rdg Westg El 
Clark Eq Hydromet Philee White Mot 
Clevite tnd Gen Phill Pet Wilson & Co 
Coca Cola IBM Pitn Bow Woolworth 
Collins Rad Int Harv Polaroid Zenith Rd 





A 
Occident Pet 
Glen Ald Ogden 


essna 
Champ Spk 
Chance Vet 


Penn Dixie 
Penn RR 


*All charts are brought up-to-date after the 
market's close every Friday. Thus, your one 
complete set of charts will be right up-to-date 
and mailed to you on the Friday night imme- 
diately following receipt of coupon attached 
below. Your total cost is only $5. 


(Introductory Offer—New Subscribers Only.) 
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NATION'S 
LARGEST 


FEDERAL SAVINGS 


: ASSOCIATION 


pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate « World-wide savings service for 
170,000 individuals, corporations, and trusts in 
SO states, 73 foreign countries «- Same, sound man- 
oqunent policies since 1925 + $38,000,000 reserves 
* Resources over $600,000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 insured « Funds 
received by 10th, earn from Ist « We pay air mail 
both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FREE FINANCIAL GUIDE: “The California Story 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 


California Federal Savings & Loan Assn 
Box 54087, Terminal Annex, Los Angeles 54, Calit 


Please send free “The California Story” and 
Cal Fed MAIL-SAVER to 
OOOO 
Address — 

City State 
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HOW A BONER 
HELPED ME EARN 
$15,000 


By a Wall Street Journal 
Subscriber 


One time on a business trip, a hotel 
porter delivered a copy of The Wall 
Street Journal to my room by mistake. 

Well, I looked at The Journal. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I learned about the 
far-reaching changes taking place in 
America, I found out about new inven- 
tions, new industries and new ways of 
doing business that are helping ambitious 
men earn money. I sent for a year’s sub- 
scription to The Wall Street Journal and, 
believe me, it has paid off. Last year my 
income was $15,000. 

This story is typical. The Journal is a 
wonderful aid to men making $7,500 to 
$25,000 a year. To assure speedy delivery 
to you, The Journal is printed daily in 
seven cities from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y. FM 6-15 
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TECHNICIAN’S 


PERSPECTIVE 


by JOHN W. SCHULZ 


Clearly Speculative 


As you may have come to realize, I 
have a weakness for problem stocks 
that seem close to licking their prob- 
lems. Essentially this is a speculative 
approach. The stock I’m going to dis- 
cuss is quite speculative in its own 
right. It has no place except in risk- 
taking accounts and then only in lim- 
ited quantities. 

Ten years ago, Standard Packaging 
(SPK, about 25-26) was largely a 
producer of milk bottle closures with 
sales around $7 million to $8 million a 
year. Now it is a substantial producer 
of many kinds of packaging and paper 
products and of greeting cards and 
advertising specialties, with 1960 sales 
around $140 million. That kind of 
growth might not look like.a problem, 
but it was (and still is) because it 
resulted from an ambitious merger- 
integration-expansion program that 
brought on a case of corporate in- 
digestion and overcapacity. In last 
year’s recession that meant heavy 
pressure on profit margins and sharp- 
ly reduced operating profits as well as 
a severe price decline. 

But now that SPK presumably faces 
improving business conditions, the 
leverage that pinched so sharply last 
year ought to begin working the other 
way. In addition, there is a degree of 
leverage in the company’s capital 
structure. Long-term debt is about 
$17.5 million and there are nearly 1.4 
million shares of preferred stock 
ahead of the 2.6 million common 
shares. The preferreds are converti- 
ble into about 1.5 million additional 
commen shares. But since the com- 
mon pays no dividends, while the 
preferreds do, there is now no threat 
of diluting the junior equity. 

Last year’s reported operating net 
profits equaled 97c per common share. 
Tentative outsiders’ estimates for 1961 
run currently to about $1.25 a share 
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or better, and the 

longer-term out- 

look is generally 

considered bright. 

This year’s cash 

flow (net profits 

before deprecia- 

tion charges but 

after tax) might 

exceed $2.50 a share, which would be 
up somewhat from 1960 and a new 
record. So the current price is per- 
haps not as high on fundamentals, all 
prospects considered, as it might at 
first seem. 

On technical grounds, the situation 
appeals to me, chiefly because I think 
I can make a pretty strong case fo: 
the assumption that last year’s lows 
at 21 mark the end of a major down- 
trend from the 1959 high at 39. 

As you know from earlier articles, 
I favor classic Point & Figure charts 
as a technical tool to appraise supply- 
demand relationships and price and 
trend probabilities. The P&F chart 
shown here for SPK common has 
been plotted on a price scale (verti- 
cal axis) where each unit (square) 
represents $2. 

According to the working hypothe- 
sis of P&F theory (Forses, May 15), 
the eight units that can be counted lat- 
erally (from column 4 to column 3) 
on the 37 line of the 1959 top imply a 
technical dewntrend potential of 
eight vertical units; this is illustrated 
by the target (shaded circle) on the 
21 line. This potential was fully re- 
alized last year and the technical 
question now is whether the addi- 
tional theoretical downside implica- 
tions of the target at 13 may, after 
all, prove realistic. (This target is 
projected from the 35 line of the 1959 
top, measured from column 1 to col- 
umn 3.) 

Now you will notice that the 1959- 
60 downtrend, which can be graphi- 
cally described by trend parallels X 
and X,, went through three full in- 
termediate-trend declines (dashed 
diagonals), which is normally par for 
major downtrends. Naturally, there 
is no law against more than three 
such intermediate swings in a major 
trend, but more than three is rela- 
tively rare. So downtrend X-X, can 
be regarded as a mature trend. More- 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. Many 
of his opinions are based on analytical tech- 
niques whose rationale and scope were out- 
lined in his columns of May 1 and 15, 1961 
Reprints of these are available from him on 
written request 
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S Warrants... 
Very Low-Priced 
Speculative Package 


When you can afford a speculative posi- 
tion, stock warrants may benefit you in 
three ways: 1. You can work with little 
money; 2. You can get in on young and 
potentially fast-to-grow companies; 3. 
Your profit prospects may be miltiplied 
by “warrant leverage.” 

Our analysts recently completed our 
latest “Profit Guide to 67 Active War- 
rants’’...and in the process have selected 
5 very low priced warrants which seem 
to offer an unusual “opportunity pack- 
age.” Success with just one of them 
should more than carry any poor re- 
sults from the other four. 

All 5 warrants are covered in detail 
in our Special Report “5 Very Low- 
Priced & Quick-to-Move Warrants.” 
You may have a copy of this valuable 
report plus our new “Profit Guide to 
67 Active Warrants” as a bonus 
with a 2-week guest subscription to our 
weekly advisory service The Growth 
Stock Letter for only $1 (new readers 
only). Just mail this announcement to- 
day with your name, address and $1 
to Dept. F-67. 


DANFORTH-EPPLY 
CORPORATION 
Investment Advisors 


Wellesley Hills 81, Mass. 











1961 EDITION 


INVESTING FOR 
RETIREMENT 


by J. K. Lasser Institute & Sam Shulsky 


New York, N. Y.—One of the most extraor- 
dinary money-making studies in financial 
history hits right to the heart of every indi- 
cen te en an Theamazing thing 
about this 128-pa 60,000-word book IN- 
VESTING FOR RETIREMENT is that it 
brings together virtually every way your 
dollar can grow—gives you tax-sheltering 
plans to keep your gains. 

For example it shows you how to pick 
stocks for high income, safety, capital growth 

mutual funds—actual portfolios, plus tax- 
free income, capital gains situations and other 
opportunities for building capital in spite of 
high taxes 

But there are other assets which help make 
you financially independent. Now see how 
your home ownership ties in—capital-build- 
ing features of insurance and annuities—how 
to tie together pension, social security and 
other benefits 

Why miss out on this extraordinary book? 
It is impossible to de- 





scribe all the capital- 
building -ideas packed 
nto this 128-page vol- 
ime, but you can see it 
without risking a cent 
Send only $3.00 to Busi- 
tess Reports, Inc., Dept 
F-14, Larchmont, N. Y 
for your copy of IN- 
VESTING FOR RETIRE- 
MENT. Use it a month pre ondthradl 

and then return it for nowy ber vs 

full refund if you do not | 7s today for 1s 
find it is boosting your RETIREMENT 
income and capital. 


$200 MONTHLY 


under this 











The Interim Technical Review 


Thorough, thoughtful appraisals of current & 
ticipated stock trends, using well-rounded so ig 4 
critical selectivity & careful timing, intended for 
professional & sophisticated private investors & 
lators. Mlustrated with classic Point & Figure charts 
Fwice monthly. By subscription, moderate cost. Con 
plimentary to active brokerage clients 





Dept. F-4, 72 Wall St.. N.Y. 5, N.Y 





(Sa) = WOLFE & Co. 
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over, it was nearly 142 years old at 
the October-November lows and had 
then retraced just about a “normal” 
50% of the preceding long advance— 
considerations which also suggest 
that the downtrend should be ripe 
for reversal. So, on these grounds, 
and allowing for the current stage of 
the business cycle, I should regard 
the target at 13 as very probably un- 
realistic. 

Of course, once I feel reasonably 
confident that a major downtrend has 
terminated, I can logically begin to 
speculate on a new major uptrend. If 
this speculation is correct, the price 
action should sooner or later move 
across downtrend line X, and be- 
yond the March rally top to 29. 
Whether such an advance could ma- 
terialize without benefit of a gen- 
erally strong and aggressive market 
climate, may be questionable. But on 
the speculation that the low at 21 can 
stand, the worst near-term prospect 
would be further indecisive action in 
the mid or lower 20s. 

Meanwhile, I should bear in mind 
that a rally to 29 or better would 
complete the entire price action to 
the right of column 5 as a charac- 
teristic bottom reversal or base, the 
opposite of a top reversal. Allowing 
for some further lateral action near 
current prices, we can plot a hy- 
pothesized target (unshaded circle) 
at 35 from a measurement on the 
line between columns 5 and 6. This 
target would suggest a latent theoreti- 
cal uptrend potential sufficient to sug- 
gest an eventual advance beyond the 
mid-1960 high, which would com- 
plete the price action to the right of 
column 4 as a considerably larger 
reversal base. Measurement of this 
enlarged (but still problematic) base 
from column 4 to column 6 would give 
us a hypothesized target at 43, that is, 
above the 1959 high. In my opinion 
this suggests that a supply-demand 
relationship has been developing that 
should be theoretically capable of 
giving rise to a new major uptrend. 

Naturally, these greater implica- 
tions could take many months, 
ceivably well over a year, to mate- 
rialize. But the situation is, to my 
mind, of practical speculative inter- 
est in a nearer-term perspective, 
For if our underlying assumptions 
are correct, then there should be at 
least a gradual advance to test the 
1959 top in the mid-30s. Even if the 
test should prove unsuccessful, it 
would involve an adequate percent- 
age rise from the current price near 
25. By comparison, the speculative 
risk of a drop to a new low at 20 
looks acceptable to me at this stage. 
Such a risk could be sensibly re- 
duced by buying only on weakness. 
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INSURED 
SAVINGS 


FREE 


Nationally advertised G.E. 
Telechron Alarm Clock for new 
savings of $1,000 or more. 
Or send for folder listing 
other FREE gifts.) 


ACT NOW. Offer good limited time only, 


* Resources over $% billion dollars—largest 
association in Northern California %* Reserves 
ver $22 million, 30 times larger than national 
average, over double legal requirements 
* Accounts insured to $10,000 by F.S.L.I.C., 
permanent U.S. Government agency, 
Washington, D.C. % Over 100,000 individuals, 
rporations, trusts and organizations save 
with us %® For over three-quarters of a century, 
not one of our accounts has ever lost a penny 
postmarked by 10th earn from Ist 
Air postage paid both ways 
ur account now il check to: 


PIONEER INVESTORS 
“ees SAVINGS 


1885 
Association 


ma 


& Loan 


Dept. P-20, 1701 Noriega, San Francisco, California 


GIFT UNAVAILABLE S. F. BAY AREA (Home Office: San Jose 


MEMBER FEDERAL HOME LOAN BANK 





Easier Way to Trade for Bigger 


COMMODITY 
PROFITS 


Once-a-week instructions te your breker takes care 
of all trading details. > ag weekly letter tells you 
where to buy, sell, or place stops. 
Learn how te increase capital and inoeme in these 
fast-moving markets that enable Py o Sunde to 
work 14 times as hard as they can in stocks. Send 
for free booklet and recent ceding iletien ‘today 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArciay 7-6484 








15 GROWTH STOCKS 
PAYING 6 TO 11%! 


Safety, growth, PLUS HIGH DIVIDENDS? 
in Mexico you can have all three! Because this 


is the fastest expanding economy in the 
Americas, and to get capital needed for expan 
sion, politically stable Mexico pays well. Her 
blue-chip growth stocks offer a genuine bar 
gain opportunity to the American investor 
today 


Send $5 today for exclusive, up-to-date, muiti 
page Reports on the 15 leading Mexican 
growth stocks plus current monthly issue of 
INVESTORS’ MEXICAN LETTER, Mexico's only 
authoritative capital gains service 


investors’ Mexican Letter, Dept 
CARL D. ROSS F17, Reforma 336, Mexico 6, D. F 
Send me your Reports on the 15 Mexican Growth 
Stocks and current issue of IML. 1 enclose $5 
Name 


Address 


City & State 
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*20 


gets you— 

Reliable 

Advice 
Including our 8th 
Recommendation 


SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 8 STOCKS 


Brush Beryllium @ 2 y4 
Philips’ Lamps @ 101% a 1 
A. C. Nielsen @ 26 now 5 
Manpower, Inc. @ sold 5 
Sanborn Co @ sold 63 
’-E-I-R (@ now 62 
Nuclear Materials © now 87 
Since our recommendation, 3 
stocks have been heavily bought 
by Mutual Funds, and 3 have split. 
Our 8th recommendation is a 
little-known, fast-growing manu- 
facturer of sterile disposable 
medical products. We recommend 
when to buy and when to sell. 
For an annual subscription 
(published monthly ) including the 
forthcoming 8th recommendation 
fill in coupon. Send to: 
THE LAZARUS REPORT 
370 Lexington Avenue, N. Y. 17, N. Y. 
Enter my subscription for one year. 


Enclosed $20 Bill me 


% 
49% 
212 
Il 


Name 
Street 


City State _ F-7 


*curr ent prices 6/1/61 





HOW BARRON'S 
READERS BUILD 
FINANCIAL SUCCESS 


The typical reader of Barron's knows how to 


plan for financial success. He usually lives 
“at a profit’ from year to year, and puts his 
excess funds into carefully chosen securities. 
Even more important, his financial position 
tends to improve each year as the result of 
good judgment and foresight. 

If you yourself want to build your capital 
and increase your investment income, you 
will find in Barron's the information and 
guidance you need. It brings you the facts 
that can help you be a better judge of invest- 
ment values 

In Barron's you are shown what, where 
and why the REAL VALUEs are, behind current 
security prices. You get clear, well-founded 
information each week on the condition and 
prospects (the changing fortunes) of indi- 
vidual corporations—and on industrial and 
market trends 

No other business or investment publica- 
tion is like Barron's. It is written for the man 
who makes up his own mind about his own 
money. It is the only weekly affiliated with 
Dow Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for $6. This 
trial subscription brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight 
the investment implications of current politi- 
cal and economic events . the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities. 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead. 
Try it for 17 weeks for $6. Just tear out this 
ad and send it today with your check for $6; 
or tell us to bill you. Address: Barron’s, 392 
Newbury Street, Boston 15, Mass F-615 
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THE FUNDS 


Sales Charges: 
TALKING ABOUT INFLATION... 


| Are mutual fund commissions too 
| high? Whatever the public may feel, 
many mutual fund managements don’t 
seem to think so. In the past two 


months several leading funds have | 


quietly boosted their loading charges 

from 742% to 84%. That means the 

mutual fund buyer gets shares worth 
just $91.50 on his initial $100 invest- 
ment whereas he formerly got $92.50. 

Quietly is perhaps not quite an 
adequate word to describe the fashion 
in which all this has taken place. 

Considering the magnitude of the in- 

crease and considering the amount of 
| space normally devoted to mutual 

funds in the business press, the silence 
has been almost deafening. 

The first to tiptoe into the increase 

| was Boston’s giant Vance, Sanders 

group, which sells Massachusetts In- 

vestors Trust, Massachusetts Investors 

Growth, Boston Fund, Canada Gen- 

eral and Century Shares Trust. Vance, 

Sanders raised its “load” to 842% on 

April 1. Following in the quiet parade 

were Lehman Brothers’ One William 

Street Fund and the Parker Corp.’s 

Incorporated Investors. Next month it 

will be joined by the two Eaton & 

Howard funds, which will raise their 
| charges from 6% to 7%. 

Why the increase in selling charges 
at a time when mutual fund selling 
is getting more competitive? 
swer seems to be that the increase 
came precisely because the competi- 
tion has been getting hotter. A selling 
organization that charges 742°% usu- 
ally pays the salesman 5%, keeping 
the balance as its share. But a fund 
that charges 842° can afford to pay 
salesmen 6% without cutting down its 
own take. Fundmen seem to reason 
that the investing public will hardly 


notice the difference in the sales load, | 


while the salesman will be intensely 
conscious of the fact that his com- 
missions go up by 20% or so. 

The 812° loading charge is not, of 
course, new. Such leading fund or- 
ganizations as Distributors Group, 
Chase Distributors Corp., Hugh W. 
Long & Co. and Calvin Bullock, Ltd. 
have been charging 842% or more for 
a long time. Wellington has been get- 
ting 8°>. But many funds have been 
content to get along on 742%. 

Many of the major funds are still 
holding the line. “We think 742% is 
enough,” explains Affiliated Fund 
President Harry I. Prankard II. Broad 
Street President Fred Brown agrees 





Opportunities in WARRANTS 


if you yon dh waterested in maki a each $1 do 
the wi ca or ns in a risi 
oe be interest 
in common Stock ¥ WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—''THE 

SPECULATIVE MERITS Yor COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 

. should know about, send $2.00 to 


Associates, Dept. eH) 
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R. M. 
Fist, 220 Fifth Avenue, New 
York 1, N. Y. or send for 
free descriptive folder. 
Ty. ROWE PRICE | 
CROWTH STOCK 
FUND, IMC. 


[WA) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1% 
Prospectus on request 


Dept. B 








10 Light Street Baltimore 2, Md. 
q SA 





Investments 
Geared to 
America’s Growth 


THE 
JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 
No redemption charge 

No binding contracts 

You buy or redeem shares at 
net asset value 

Accumulation Plan available 


Prospectus upon request «a 


The Johnston Mutual Fund . 
230 Park Ave., Dept. F, N. Y. 
ORegon 9-2700 











WG eystone 


INCOME FUND 


A Mutual Investment Fund which seeks 
HIGH CURRENT INCOME from se- 
lected Stocks and Bonds without undue 
risk to capital. 

For FREE descriptive Pro- 
spectus, mail this ad with your name 
and address to Dept. G-4,5 

THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 
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that there was considerable pressure 


resist any increases as long as we 
possibly can.” 

At the moment, the Securities & 
Exchange Commission plans no ac- 
tion. “All that our statute says,” ex- 
plains SEC Executive Allen Johnson, 
“is that the loading charge shouldn't 
be unconscionable. The Commission 
has gone along with the idea that 
anything up to 9% is alright.” 

In Wisconsin, however, the state 
securities commissioner views the 
whole matter with considerably less 
tolerance. The funds which boosted 
their loading charges have got them- 
selves banned in that state. Wisconsin 
does not permit funds to charge more 
than 742%. But this seems to be a 
minor consideration for most funds: 
Wisconsin accounts for only a shade 
over 1% of total mutual fund invest- 
ments. 

At the moment, therefore, the big 
question is: Will the quiet parade be- 
come a stampede, joined by other 
funds still holding at 742%? Admits 
a top official at Chemical Fund which 
plans to remain at 742%: “Competitive 
pressures are building up in this in- 
dustry.” 

Whatever the pressure, few of those 
fundmen who raised charges wanted 
to talk about it last month. One of 
the few who was willing was In- 
corporated Investors’ President, Presi- 
dent Charles Devens. “We had to 
screw up our courage to get around 
to it,’ said he. “It’s a controversial 
issue right now.” Added he, half 
apologetically: “My gosh, I don’t see 
why we can’t raise the sales load after 
we haven’t for so many years.” 
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from dealers and salesmen for the in- | 
crease. But, says he, “We intend to | 





3 STOCKS UNDER ‘15 


FOR UNUSUAL TRADING GAINS 
with Unhedged Profit Objectives of 50% to 100% 


Any investor who has watched his 
“paper” profits suddenly shrink out of 
sight knows that it’s just as important 
to “get out” of a stock at the right time 
as it is to “get in”. 

For the trader who wants to do both, 
Spear & Staff has prepared a Special 
Report to help you make smarter 
moves now. 


Which 3 of These Stocks 
Promise Greatest Gains Today? 


Babbitt Nat. Bellas H 
Botany Ind. Nat. Union El 
British Pete Northeast Airl 
Canada Dry Perm. Filter 
Catalin Corp. Servel 

Cutter Lab S.A. Gold & P 
Ford Motor Ltd Stude-Packard 
Lear Inc. Webb & Knapp 
Muter Co. Welbilt 


Spear Editors have selected 3 stocks under 
$15 specifically for the man who wants his 
profit objective set in advance and who 
prefers to know the “work-out” time in- 
volved. These stocks are analyzed in a new 


Here are some highlights from the Report: 
One stock, selling around 9, is an excit- 
ing “new product” situation. With some 
of the nation’s smartest venture capital 
behind it and an aggressive management 
at the helm of this company, a major 

foreseen for this stock 

dnother has been transformed from a 

model of mediocrity into a potentially 

explosive situation. It could be one of 
the most undervalued stocks now in the 
market. Profit objectives of 50% to 

100% have been set for these stocks 


$ SPECIAL OFFER 


We will send you this new Report— 
plus our latest Buy, Hold, Switch 
Ratings on 529 Key stocks with a 
2-week trial subscription to the 
Spear Market Letter for just $1. (New sub- 
scribers only.) Send this ad, your name, 
address and $1 today to Box SP1-31K 


price rise is 


Check here if you prefer a 3-months' trial! 
at special $15 rate. (Regular rate $20). 


SPEAR & STAFF inc. 


Special Report called 
$15 Wit Prori 
ro 100%.” 
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Babson Park, Mass. 


50% 












" Aa 
Popue 


Little things 


in 
ELECTRONICS 


aa 
AIRCRAFT AND 
MISSILES 


e 
AUTOMOTIVE 
VEHICLES 


APPLIANCES 
LEATHER Goops 
CLOTHING 
FURNITURE 


UNITED-CARR 
FASTENER CORPORATION 


June Dividend Notice 


At a meeting of the Board of Directors of United-Carr 
Fastener Corporation held May 24, 1961, a regular quar- 
terly cash dividend of thirty cents (30¢) per share was 
declared on the common stock, payable June 15, 1961, 
to holders of record at the close of business on June 5, 
1961. This is the one hundred twelfth successive divi- 
dend and the company has paid a cash dividend in every 
calendar quarter for the past twenty-seven years. 


SAMUEL A. GROVES President 











make a BIG difference 


In major U.S. industrial centers and in 
Canada, England and Australia, more than 
twenty United-Carr plants are organized into 
ten divisions and subsidiaries. 


Experienced engineering staffs are backed by 
excellent facilities for the production of intri- 
cate metal and plastic parts and components 
which help speed assembly, cut costs and 
improve product performance for the mass- 
production industries. 

















UNITED-CARR FASTENER CORPORATION, BOSTON, MASSACHUSETTS 
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Before You 
BUY * SELL * HOLD 
Check the facts first 
in this 12-Year 


1949-1960 
STOCK 
RECORD 
BOOK 


You can’t make wise investment de- 
cisions in this market unless you 
know a stock’s per-share perform- 
ance over past years. 

This Record Book gives you the 
year-by-year facts and figures for 
every issue listed on the N. Y. Stock 
Exchange. You get at a glance: 


e DIVIDENDS 
Each Year’s: | «STOCK SPLITS 


e EARNINGS* 


* 1960 earnings as available 
up to publication 


ADDED FEATURE: 12-Year Rec- 
ord of the leading Mutual Funds, 
each year’s: Prices—Capital Gains 
—Investment Income—Net Asset 
Value—Sales Charges. 








Order Today 
only $195 


... Or get 


FREE 


Enter your Special 6-months’ Trial 
Subscription to FINANCIAL WORLD'S 
complete investment service at $12 
and receive the 12-Year Stock Rec- 
ord Book FREE. Your $12 buys: 26 
weekly issues of FINANCIAL WORLD; 
6 monthly supplements of “Inde- 
pendent Appraisals” rating listed 
stocks; Advice-by-Mail privilege 
each week; the 320-page “Stock 
Factograph” Manual (Reg. $5)... 
PLUS the 12-Year Stock Record 
Book. (Additional savings—all the 
above for a full year for only $20.) 
Take your choice but order today. 
Supply of Record Book limited. 





eeeeeees Our 59th Year ««eeee=4 


FINANCIAL WORLD, Dept. FB-615 
17 Battery Place, New York 4, N. Y. 


For payment enclosed, please enter my order 
for 


} copies of your new 1949-1960 Stock Record 
Book at $1.95 each 
*) 6-months’ trial subscription to FINANCIAL 
Wor.p's complete investment service in- 
cluding Stock Record Book—all for $12 
") 1 year’s subscription, including all of the 
above—for only $20 
Name 
Address 
City 
Zone State 
PLEASE PRINT 
ee eee eee eB eee eee ee eee eeeee 
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the past ten years. Secondly, while 
this will be far from a boom year 
(GM's earnings may be 50c less than 
last year’s $3.35 per share), the sales 
trend now is upward and we'll soon 
have the usual new model stimulus 
Thirdly, apart from the possibility 
that Congress will pass offsetting tax 
legislation, the fact remains that 
du Pont has ten years in which to 
dispose of its GM holdings. Fourthly, 
the Sears, Roebuck announcement 
that it’s going to attempt to tap the 
new market stemming from higher 
average family income and more dis- 
cretionary spending power points up 
two conditions: 1) The teenage popu- 
lation explosion means a demand for 
more two-car families. 2) The coun- 
try can finance this demand. 

National Distillers (around 28, pay- 
ing $1.20) is understood to have de- 
veloped a wrapping machine which 
enables the baking industry to wrap 
bread in polyethylene bags rather 
than cellophane. With the price lower, 
and the end result better (ie. a 
fresher product), a 70-million to 100- 
million-pound market may have 
opened. Also of interest: for the 
present National Distillers is the only 
commercial seller of polypropylene, 
which could be one of the great 
plastics of the future. Montecatini al- 
ready is using this plastic for clothing 
fibers. All of which points up the 
fact that National Distillers has be- 
come one of the top 20 chemical pro- 
ducers and is the second-largest pro- 
ducer of polyethylene in the world 
Chemicals contributed over 20° of 
last year’s operating earnings. 

While second-quarter profits will 
be lower than last year’s, the trend 
should be upward in the second half 
and there’s no change in my estimate 
that full year earnings may be in the 
$2 to $2.25 area as compared with 
$1.92 in 1960. Incidentally, about 60% 
of the liquor division sales is bourbon, 
an industrial area drink. National is 
believed to be No. Two in the vodka 
business and probably No. One in gin. 

I understand that Boeing Co. now 
has orders for 117 of its new 727 jets; 
this should permit the plane to be on 
a book profit basis. Furthermore, the 
commercial backlog is comfortably 
over $1 billion, which means a very 
large and continuing spare parts busi- 
ness is developing. Militarywise, both 
the House and the Senate have ap- 
proved the purchase of additional 
B-52s and deliveries on the Minute- 
man missile program are becoming a 
significant contributor to volume. 
While the Bomarc tapers off next 


LDENS 


DIVIDEND NOTICE 


The Board of Directors has declared the 
following dividends: 


Preferred Stock 
A quarterly dividend of $1.0614 
payable July 1, 1961 
to stockholders of record 
June 9, 1961 
Common Stock 
A quarterly dividend of 30¢ 
payable July 1, 1961 
to stockholders of record 
June 9, 1961 
Robert W 
Aldens, Inc 
see “ig 
i eS 
‘CANADA 
ae 
Canada Dry Corporation 


DIVIDEND NOTICE 


The following dividends have been 
declared by the Board of Directors 
Preferred Stock—A regular quarterly 
dividend of $1.0625 per share on 
the $4.25 Cumulative Preferred 
Stock, payable July 1, 1961, to 
stockholders of record at the close 
of business on June 15, 1961. 
Common Stock—A quarterly divi- 
dend of $0.25 per share on the Com- 
mon Stock, of the value of $1.66*s 
per share payable July 1, 1961, tc 
stockholders of record at the close 
of business on June 15, 1961. 
Transfer books will not be closed. 
Checks will be mailed. 
J. W. REILLY, Vice Pres. & Secy 


Jackson, President 








YALE & TOWNE 
« 293rd Quarterly Dividend 
€)) ER 37 a Share 
, Payable: 
July 1, 1961 
Record date: 
June 15, 1961 


Declared: 


May 25, 1961 


Elmer F. Franz 
Vice President 
and Treasurer 


tHE YALE & TOWNE orc. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 
Cash dividends paid every year since 1899 














Baltimore 3, Maryland 


The Board of Directors of 
United States Fidelity and 
Guaranty Company has de- 
clared a quarterly dividend of 
thirty cents a share, payable 
July 15, 1961, to stock- 
holders of record June 23, 
1961. 

JOHN D. WILLIAMS 


Secretary 
May 24, 1961 
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year, this should be more than made 
up by increased Minuteman deliver- 


! 


| 
| 


ies plus the fact that the Dyna-Soar | 


space vehicle project is building up 
each year. 
gest that this year’s earnings will be 
better than the $4 per share originally 
anticipated—and even more is likely 
in 1962. In my opinion, defense is a 
permanent business. 

Some future historian will dwell 
not only on the public stampede to 
buy common stocks in the manner of 
the three wise monkeys (hear no evil, 
see no evil, speak no evil), but on the 
evidences of corporate immorality, 
too. I’m not speaking of trouble in 
high places. Rather, I have in mind 
the fact that some of the corporate 
nouveaux riches have been forgetting 
some elementary principles of good 
conduct. More than ever before, this 
is a good time to pay attention to the 
caliber of the people who are running 
the businesses we buy. 

I suspect that many of the neophyte 
speculators who've been searching for 
a fast buck will later find that their 
stocks represent a new form of Chi- 
nese torture. It’s not that there’s 
anything wrong with speculation— 
when it’s on an intelligent basis. There 
has to be a story, a premise, some 
knowledge, judgment as well as hope. 
After all, the requisites for successful 
speculation are no different than those 
required in any business. They in- 
clude faith, knowledge, courage, pa- 
tience, plus the fact that the Good 
Lord has to tap you on the shoulder 
every so often. 

In the past, I’ve made the point that 
the market has a new element of 
strength in the high degree of indi- 
vidual issue self-correction within the 
average-wise framework. Brunswick, 
which was commented on unfavorably 
above 70, is a perfect illustration of 
the point; the stock now is below 58 
as compared with a 1961 high of al- 
most 75. At these levels, I believe 
Brunswick again has interest inas- 
much as I can visualize possibly a 50% 
growth in sales over the next five 
years. Also, Brunswick is diversify- 
ing. This year’s sales should exceed 
$400 million, and earnings reach the 
$2.75 to $3.00 per share area. 

On balance, it seems to me that the 
highs have been seen in many of the 
individual issues which captured the 
attention of Wall Street’s newcomers 
who acted on impulse rather than 
calculated risk. However, while the 
summer rally may have been post- 
poned, it hasn’t been canceled. There 
will be a second phase of advance, but 
it will feature a changed issue em- 
phasis. The more traditional com- 
panies in more classical industries will 
be the new favorites. 
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MID-YEAR 
FORECAST 


119 STOCKS TO BUY NOW! 
7 Timely New Stock Lists 
HOW TO INVEST IN LAST HALF 1961 AND IN 
AMERICA’S GROWTH YEARS AHEAD 


Will feature Standard & Poor's Forecast of stock market for balance of 
1961 and beyond. Forecast of changing Business Conditions. EXCLUSIVE! 
26 Best Low-Priced Stocks 
345 Hudson Street - New York 14, N.Y. 


These dynamic new S&P “Buy” lists: 
3 Good Stocks with Likely Splits Ahead 
$ 10 Active Growth Stocks 
40 Stocks in Line for Higher Dividends 
14 Tax-Free Municipal Bonds 
Mail $1 with this ad, your name, address for this exclusive S&P 

Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters 


3 Special Situations to Buy for Profit 
MID-YEAR FORECAST. New readers only, subscribers covered. 
Pay only actual market price. 








§ Stocks with Tax-Free Income 
STANDARD & POOR’S CORPORATION 


5 Bread and Butter Stocks with Above-Average Yield 
Faithfully Serving Investors for 101 Years 
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THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 
is starting its 31st year. The reason... 


it’s a (Net an advis- 
ory service. ‘or free brochure F15. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park Ridge, Illinois 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonp corr. 


Empire State Bldg., Sth Ave., at 34th St., N.Y. 


SUMMER is "PROFIT TIME’ 


Stocks advance more during the summer than in any other season 
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held good in two years out of every three. Do you own the stocks that will bring 
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potential. 


Summer is on the way. The time for action is at hand. In deciding what stocks 


to buy, many investors are confused by the immense amount of statistical material 


which is available on so many companies. Investors are stymied by conflicting advice 
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GEORGE LINDSAY 
500 FIFTH AVENUE, NEW YORK 36, N. Y. 
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PHILIP MORRIS 


INCORPORATED 


COMMON STOCK DIVIDEND 


A regular quarterly dividend of 
$0.90 per share on the Common 
Stock of the Company has been 
declared payable July 15, 1961 
to holders of record at the close 


PREFERRED STOCK DIVIDEND 


A regular quarterly dividend of 
$1.00 per share on the Cumula- 
tive Preferred Stock, 4% Series, 
and a regular quarterly dividend 
of $0.975 per share on the Cu- 








of business on June 19, 1961. 


mulative Preferred Stock, 3.90% 
Series, have been declared, both 
payable on August 1, 1961 to the 
respective holders of record at 
the close of business on July 14, 
1961 


JOHN E. COOKMAN, 


Treasurer 


New York, N.Y.., 
May 24, 196! 









































RADIO CORPORATION 
OF AMERICA 


Dividend Notice 


The following dividends have been declared by the Board of Directors: 


First Preferred Stock 


87 cents per share on the First Preferred Stock, for the period 
July 1, 1961 to September 30, 1961, payable October 2, 1961, to 
stockholders of record at the close of business September 5, 1961. 


Common Stock 


A quarterly dividend of 25 cents per share on the Common Stock, 
payable July 24, 1961, to stockholders of record at the close of 


business June 16, 1961. 


ERNEST B. GORIN, 
Vice President and Treasurer 


New York, N. Y., June 2, 1961 








100th Dividend 


Pullman 





Incorporated 


95th Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of fifty 
cents (50¢) per share will 
be paid on June 14, 1961, 
to stockholders of record 
June 1, 1961. 

WILBUR E. WOLFE 


Vice President a Secretary 


Division and Subsidiaries: 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 182 


The Board of Directors on 
May 17, 196l, declared a 
cash dividend for the second 
quarter of the year of 70 
cents per share upon the 
Company's common capital 
stock. This dividend will be 
paid by check on July 15, 
1961, to common stockholders 
of record at the close of 
business on June 13, 196]. 

K. C. CHRISTENSEN 
Vice President and Treasurer 

San Francisco, Calif. 








Pacific Gas ana Electric 
mpany 


GOODWIN 


(CONTINUED FROM PAGE 57) 





As mentioned above, finances are 
quite strong. Capitalization is mod- 
erate, consisting of $5.1 million in 
long-term debt and 6.4 million shares 
of common stock. I think it interest- 
ing to note that, as of a recent date, 
approximately 10% of the total stock 
outstanding was owned by leading 
mutual funds. 

Monsanto Chemical, recommended 
here at 45 in the February 1 issue, re- 
cently sold at a new high of 51. The 
stock appears to be in a major up- 
trend capable of reaching substantially 
higher levels over the longer term. 

As a result of its 100% acquisition 
of the Chemstrand Corp. and the 
consolidation of all its domestic and 
foreign subsidiaries in 1960, Mon- 
santo has become the third-largest 
chemical company in the U.S. in terms 
of sales and total assets. Sales to- 
taled $890 million last year vs. $227 
million ten years ago. The sales break- 
down: chemical fibers, 23.69; plastics, 
synthetic resins and surface coatings. 
21.4%; phosphate products and deter- 
gents, 12°; intermediates and plas- 
ticizers, 11.2%; rubber and oil chemi- 
cals, 8.367; petroleum products, 6.6% : 
agricultural chemicals, 6.37; pharma- 
ceuticals, flavors and condiments, 
3.69-; textile and paper chemicals, 
3.5%; heavy chemicals, 2.99; and 
others, 0.6°;. 

Due to its acquisition of Lion Oil 
some years ago, which assures a 
source of hydrocarbon raw materials. 
and its establishment as the second- 
largest producer of nylon and acrylic 
synthetic fibers, the company appears 
to be in a position to benefit impor- 
tantly in earnings during coming 
years. Costs are being reduced 
through improved operating efficiency 
and production methods which uti- 
lize automatic controls and electronic 
data-processing. Savings generating 
from these programs should reduce 
current costs and increase future profit 
margins compared with the severe 
“price-cost squeeze” that has existed 
during the last year or so and which 
resulted in earnings of $2.49 per share 
in 1960 (vs. $2.80 per share in 1959). 
A recovery to around $3 per share is 
indicated this year. Research and de- 
velopment efforts, which manage- 
ment believes will result in an in- 
crease in sales and earnings in the 
years ahead, are being accelerated. 
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SUNDSTRAND 


SUNDSTRAND 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share 
on the common stock, 
payable June 23, 1961, to 
shareholders of record 
June 9, 1961. 


G. J. LANDSTROM 


Vice President-Secretary 


Rockford, Illinois 
May 23, 1961 


gp 


(COMMERCIAL SOLVENTS 
Corporation 
DIVIDEND NO. 106 














A dividend of fifteen cents (15¢) 

per share has today been declared 

| on the outstanding common stock of 

this Corporation, payable on June 

30, 1961, to stockholders of record 

at the close of business on June 2, 
1961. 

A. R. BERGEN 


| May 22, 1961. Secretary 





COSDE 





DIVIDEND NOTICE 


The Board of Directors has declared 

a regular quarterly dividend of 25¢ 

per share on the common stock of 
this Company, payable 
June 30, 1961, to stock- 
holders of record at the 
close of business June 9, 
1961. 


R. L. Toivett, 
President 
Big Spring, Texas 
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ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


No one is exempt from talking non- 
sense; the mistake is to do it solemnly. 
—MIcHEL DE MONTAIGNE. 


Self-examination, if it is thorough 
enough, is nearly always the first step 
toward change . . . no one who learns 
to know himself remains just what he 
was before. -THomas MANN. 


A man protesting against error is 
on the way toward uniting himself 
with all men that believe in truth. 

—Tuomas CARLYLE. 


One of the eternal conflicts out of 
which life is made up is that between 
the efforts of every man to get the 
most he can for his services and that 
of society disguised under the name 
of capital to get his services for the 
least possible return. 

-OutveR WeENDELL HOLMES 


Our worst misfortunes never hap- 
pen, and most miseries lie in antici- 
pation. —BALZAc. 


Men are often capable of greater 
things than they perform. They are 
sent into the world with bills of credit, 
and seldom draw to their full extent 

—Horace WALPOLE. 


A man is sane morally at 30, rich 
mentally at 40, wise spiritually at 50- 
or never! —Dr. WILLIAM OSLER. 


I believe that the ultimate object 
of all activities in a republic should 
be the development of the manhood 
of its citizens. 

—JoHN D. ROCKEFELLER JR. 

Our deeds determine us, as much 

as we determine our deeds. 
—Georce ELror. 


We sometimes learn more from the 
sight of evil than from an example 
of good: and it is well to accustom 
ourselves to profit by the evil which 
is so common, while that which is 
good is so rare. -BLAISE PASCAL 


Silence is not always tact, and it is 
tact that is golden—not silence. 
—SAMUEL BUTLER 


Manners are the happy ways of do- 
ing things .. . if they are superficial, 
so are the dewdrops, which give such 
a depth to the morning meadow. 

—RatpH Watpo EMERSON. 


Ignorance of all things is an evil 
neither terrible nor excessive, nor yet 
the greatest of all; but great clever- 
ness and much learning, if they be 
accompanied by a bad training, are a 
much greater misfortune. —PLATO. 


Every man is valued in this world 
as he shows by his conduct that he 
wishes to be valued. —BRUYERE. 


The most profitable work is that 
which combines into one continued 
effort the largest proportion of the 
powers and desires of a man’s nature 

—Rosert Louis STEVENSON 


B. C. FORBES 


Think not of yourself as “the 
architect of your career,’ but 
as the sculptor. Expect to have 
to do a lot of hard hammering 
and chiseling and scraping and 
polishing. 


I have yet to meet a man as fond of 
high moral conduct as he is of out- 
ward appearances. —CoNFUCIUS 


Government is not reason, it is not 
eloquence—it is force! Like fire it is 
a dangerous servant and a fearful 
master; never for a moment should it 
be left to irresponsible action. 

—GEORGE WASHINGTON. 


Worry often gives a small thing a 
big shadow. —SwWEDISH PROVERB. 


Without freedom of thought, there 
can be no such thing as wisdom; and 
no such thing as public liberty without 
freedom of speech; which is the right 
of every man as far as by it he does 
not hurt or control the right of an- 
other; and this is the only check it 
ought to suffer and the only bounds 
it ought to know. . . . Whoever would 
overthrow the liberty of a nation must 
begin by subduing the freedom of 
speech, a thing terrible to traitors. 

—BENJAMIN FRANKLIN. 


Is not life a hundred times too short 
for us to bore ourselves? 
—FRIEDRICH NIETZSCHE. 


Conceit is to nature what paint is 
to beauty; it is not only needless, but 
it impairs what it would improve. 

—ALEXANDER POPE 


To be a leader one must turn one’s 
back on men. —Havetock ELLIs 


I tell you that as long as I can con- 
ceive something better than myself I 
cannot be easy unless I am striving 
to bring it into existence or clearing 
the way for it. 

-~GeorGE BERNARD SHAW 


Every man is a volume, if you know 
how to read him.—WILL1AM CHANNING 


A splendid storehouse of integrity 
and freedom has been bequeathed to 
us by our forefathers. In this day of 
confusion, of peril to liberty, our high 
duty is to see that this storehouse is 
not robbed of its contents. 

—HERBERT HOOVER 


Increased means and increased lei- 
sure are the two civilizers of man. 
—BENJAMIN DISRAELI 


There is hardly any place or any 
company where you may not gain 
knowledge, if you please; almost 
everybody knows some one thing, and 
is glad to talk about that one thing 

—Lorp CHESTERFIELD 

A miser grows rich by 
poor; an extravagant man grows poo! 
by seeming rich. —SHAKESPEARE 


seeming 


The idea shared by many that life 
is a vale of tears is just as false as 
the idea shared by the great majority. 
the idea to which youth and health 
and riches incline you, that life is a 
place of entertainment. —TOoLsTo! 


It is worth a thousand pounds a 
year to have the habit of looking on 
the bright side of things. 

—SAMUEL JOHNSON 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





The dull 
cannot understand this: that, though the 
wicked sprout like grass and all evildoers 
flourish, they are doomed to destruction 
for ever, but thou, O Lord, art on high 
for ever. 


A Text... 


by Russell Raker Jr 
Manlius, N.Y. What's your fa 


sent i 


vorite text? A Forbes book is pre 
sented to senders of texts used 


man cannot know, the stupid 


—PsaLMs 92:6-8 
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... Crcumventing 


Time and Space 


with advanced 


communications 


From earliest times, man’s ability to progress has 
been closely related to his ability to communi- 
cate. Today, in a world that moves so rapidly 
toward new frontiers of knowledge, many prod- 
ucts of Engelhard development and manufacture 
are therefore finding increasing usage in the con- 
stant improvement and expansion of the essential 
channels of communication. 

Throughout this broad field, hundreds of En- 
gelhard products are serving in numerous ways 
.. . from miniature precious metal contacts 
which open and close electrical circuits in your 
telephone . . . in radio and television equipment 

. In missile and rocket materials and instru- 
mentation to key components in the 
far-reaching radar and sonar systems of our 


country’s defense network. * * * «* * 

Serving virtually every major industrial ac- 
tivity, the gold, silver and platinum metals prod- 
ucts of Engelhard manufacture are, in fact, as 
diverse as the industries we serve. In communi- 
cations alone, our manufacture includes precious 
metal contacts, thermometals, wires, semi-con- 
ductor materials, powdered metals, plating solu- 
tions, laminated metals, waveguide tubing, silver 
solders, high purity fused quartz, instruments and 
assemblies, fabricated parts and components 

A brief presentation of our operations, serv- 
ices, research for the future and the broad diver- 
sity of markets we serve, is contained in a bro- 
chure, “The Story of Engelhard Industries.” We 
will be pleased to forward a copy, upon request. 
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NATIONAL DISTILLERS... 
expanding in polyethylene...a growth industry 


Last year American industry marketed almost 1 
billion pounds of polyethylene resins here and abroad 

. more than 13 times the 90 million pounds sold 
only 9 years ago. National, through its U. S. Indus 
trial Chemicals Division plants in Houston, Texas, 
and Tuscola, Ill., is a leading producer of this most 
used plastic raw material 

To meet increasingly varied industrial demands, 
U.S.I. tailors its PETROTHENE polyethylene 
resins to meet specific end-use needs. Nearly 100 vari 
ations of 36 basic low and medium density resins 
were sold last year. These found such diverse applica 
tions as quality housewares, vegetable and fruit bags, 
lightproof photographic film packages, overwrap for 


soft goods, plastic bottles and toys. Other uses in- 
cluded automobile door liners, containers, reactor 
shielding, closures, agricultural mulch and grease 
proof coating for paper and paperboard. 

The Company has announced the construction of 
a new plant for the production of high density poly- 
ethylene, the fastest growing member of the poly- 
ethylene family 

As new markets develop in the ever-expanding 
plastic field, National will be ready to meet demand 
through its continuing research and development 
program. Growth in polyethylene is just one phase of 
the Company's broad program of expansion in 
plastics, industrial chemicals, fertilizers and metals 


yD CED NATIONAL DISTILLERS and CHEMICAL CORPORATION 


W YORK 16. N 


THE COMPANY WITH THE FIVE 


INDUSTRY FUTURE 


LIQUORS + INDUSTRIAL CHEMICALS + PLASTICS + FERTILIZER CHEMICALS + METALS 





